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1. The science and art of government; the science dealing with the organisation, regulation, and adminis- 
tration of a State, in both its internal and external affairs; political science; also, formerly, that branch of 
ethics dealing with the ethical relations and duties of states or social organizations. 

2. The theory or practice of managing or directing the affairs of public policy or of political parties; hence, 
political affairs, principles, convictions, opinions, sympathies, or the like; in a bad sense, artful, or dishonest 


by N. T. N. Robinson 


ROM developments during the month of October it 
became clearly apparent that the question as to 
whether the House of Representatives will be organized 
by the Republicans or by the Democrats will remain un- 
answered until the actual vote is taken when the Seventy- 
second Congress convenes on December 7. 
On October 23 the membership stood: 


Democrats, 214; Republicans, 213; Farmer Labor, 1; 
Vacancies, 7. 

Since the 1930 elections, 13 members-elect have passed 
on, 7 Democrats and 6 Republicans. All the Democratic 
vacancies have been filled by Democrats but two—one in a 
Brooklyn, N. Y. district and the other in a Cleveland, O. 
~~ for which special elections will be held November 


Of the six Republican vacancies, but one has been 
filled, that one being in a Wisconsin district, where a Pro- 
gressive Republican was elected to succeed a Progressive 
Republican. 

If the results of the special elections called to fill the 
seven remaining vacancies follow the indications, and if 
no further losses occur before Congress convenes the count 
will revert to its original standing after the 1930 elections: 
Republicans, 218; Democrats, 216; Farmer Labor, 1. 

Thus, even if the Farmer-Labor member, Paul J. Kvale, 
of Minnesota, votes with the Democrats, the Republicans 
will still have a majority of 1. If Mr. Kvale votes with 
the Republicans, they will have a majority of 3. 

Although the trend seems to be toward normalcy in the 


returns of the special elections, the Republicans are not 
yet out of the woods. 


vacancies appear to be safe enough for them, but the fifth 
is involved in elements of doubt that will make the race 
thrilling to the very end. 


management to secure the success of political candidates or parties—Webster's New International Dictionary. 


Developments in Race for Political Control of 
Incoming 72nd Congress 


Four of the five Republicans 
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Three vacancies will be filled at special elections on 
November 3: The First Ohio, the Second Pennsylvania 
and the Eighth Michigan. Conditions in those districts 
appear to be normally Republican. 

The fourth vacancy, in the Fifth New Jersey district, 
caused by the passing of Representative Ernest R. Acker- 
man in October, is also considered safely Republican, al- 


‘though it will require a special act of the New Jersey 


Legislature to amend the election laws so that the election 
may be held and the man elected may qualify to take his 
seat by December 7. 


The Legislature will meet on October 27 to revise the 
election laws. The plan, as announced, is to have the 
law so amended that a primary may be held on November 
17 and an election on December 1, with a provision that 
the Board of Canvassers meet and pass upon the vote 
between December 1 and December 6. The general im- 
pression is that a Republican will be elected from the New 
Jersey district. If this is correct and the estimates of 
good political judges concerning the Ohio, Michigan and 
Pennsylvania districts are correct, 4 of the 5 Republican 
vacancies will be accounted for in a manner satisfactory 
to the Republicans. 

The fifth vacancy, caused by the passing: on October 
22, of Representative Fletcher Hale of the First New 
Hampshire, is one concerning which there are several 
question marks. 


The earliest possible date for the New Hampshire, 
under the laws of that state, election will fall during the 
first week of Decembcr and it is possible, therefore, for 
the New Hampshire member to be elected and arrive in 
Washington in time to vote on the organization of the 
‘House. Although Congress convenes on December 7 the 
actual organization does not take place, as a rule, until 
several days thereafter. 

Wh:.ie the odds appear to favor the Republicans, in New 
Hampshire, they admit frankly that they expect to have 


a real fight on their hands. Owing to the extraordinary 
circumstances involved, the fight will be watched by every 
man and woman in the country interested in national 
politics, for much may depend upon that one district. 


If, the Democrats hold their original strength intact, 
including the two Democratic districts yet to be filled, 
which seems quite certain, they will have a total of 216 
votes in the House, as against a possible 218 for the 
Republicans. 


But if a slip up occurs in one of the four districts 
(Ohio, Michigan, Pennsylvania and New Jersey) that 
the Republicans are counting on, that would give the 
Democrats 217 and the Republicans 216, with the New 
Hampshire district still to be heard from. The Republicans 
would need the New Hampshire district for a tie and the 
Democrats would need it for a sure victory. 


Then there is the lone Farmer-Labor vote to consider. 
In the event of a 217-217 Republican-Democratic tie Mr. 
Kvale would have the balance of power. 


In spite of all this, however, the odds still appear to be 
in favor of the Republicans organizing the House, unless 
the Democrats come under the wire with a clear unblink- 
ing majority. 


The main reasons for this opinion, which is a reflection 
of the view of practically every member of the House who 
happens to be in Washington are, first, that the Republi- 
cans can Jose one of their remaining five vacancies and still 
organize with the help of Mr. Kvale, who is counted on 
as being more likely to vote with the Republicans than 
with the Democrats, and second, that the Democrats do 
not want to organize the House if they can help it. 


As to the second reason it is plain that if the Democrats 
did get control of the House, on a bare actual majority, 
or with the help of a few Republican defections, they 
would have to assume responsibility for a definite program 
of legislation, while they would not by any means always 
have the votes necessary to put their program through the 
House and certainly not enough to put it through the 
Senate intact. And even if they got it through the Senate, 
they would have to deal with an occasional Presidential 
veto. And to pass a bill over a veto, requires a two- 
thirds vote in the House and in the Senate. 


Predictions have been made that perhaps a sufficient 
number of Progressive Republicans in the House might 
jump over the fence and join with the Democrats in 
electing a Speaker and the other officers. Such a move is 
possible, of course, but it would be fraught with great 
practical difficulties. 


In the first place a move of this sort is never made in 
politics out of pure generosity of spirit. If the Progres- 
sives hop to the Democratic side they will have provided 
definite landing piaces before they take off, landing places 
in the nature of good committee assignments and, perhaps, 
committee chairmanships. And even then, the Progressive 
would think twice before taking the hop, because, after all, 
they represent nominally Republican districts and there 
might be a day of reckoning. 


From the Democratic standpoint, it would be difficult 
to find sornething to give the Progressives for their votes. 
Within the Democratic ranks there are men to fill every 
committee chairmanship as well as every committee assign- 
ment. For the Democratic leaders to. give an important 


committee assignment to a Progressive Republican would 
mean that that assignment would have to be witheld from 
a Democrat. And that would not work so well. 


If the Democrats should gain control of the House their 
leaders would have trouble enough trying to do business 
with a scant majority without having to listen to the 
grumblings of members of their own party who were 
denied committee assignments they particularly desired 
because those assignments had been given to Progressive 
Republicans. 


And, incidentally, the committee assignment problem is 
among the questions that make the Democrats none too 
anxious to obtain control of the House at this particular 
time. Since committee chairmanships usually go by 
seniority the bulk of the important chairmanships under 
Democratic control would, if the rule of seniority were 
followed, at this particular time, go to Southern Demo- 
crats. On a few important committees the ranking 
Democrats are northerners, but their number is small com- 
pared to those of the southerners who would be in line 
for chairmanships. 


When, immediately following the election of 1930, it ap- 
peared that circumstances might throw the House into the 
hands of the Democrats, some of the Northern Democrats 
in the House let it be known that they would fight for a 
more equal division of committee chairmanships. That 
this question would be bitterly fought out within the ranks 
of the House Democrats is one of the major reasons why 
the Democrats do not want control just now. 


Their party strategy is to keep attacking the program 
of the Republicans and, by staying out of control, avoid 
open splits in their own ranks on the eve of a Presidential 
election. 


Many Republicans would sincerely like to see the Demo- 
crats gain control and assume the responsibilities of the 
House program for the coming session. They realize that 
they will be working with only a paper majority and one 
they are apt to lose on any important vote. But, if they 
have the votes to organize, they will do so and worry 
through the session as best they can, mapping out a pro- 
gram and putting through as much of it as possible. The 
same will apply to the Democrats if they gain an actual 
majority. 

Within the Republican ranks in the House a lively fight 
over the Speakership nomination is brewing. It is too far 
in advance of the convening of Congress, however, to 
venture even the faintest prediction of the outcome. The 
Speakership fight and what it means politically will be 
dealt with in the December number of THE Dicest. 


In the Senate the situation is equally interesting. The 
division as of October 19, stood: Republicans, 47 ; Demo- 
crats, 47; Farmer-Labor, i, with 1 vacancy. 

The recent passing of Senator Dwight W. Morrow, 
Republican, of New Jersey, caused the only vacancy in 
the Senate. That will be filled by appointment by the 
Governor of New Jersey before Congress convenes. Since 
the Governor is a Republican he will appoint a Republican 
to succeed Mr. Morrow, but he has not yet announced his 
choice. This will give the Republicans 48, with 47 for the 
Democrats and - Farmer-Labor. The clash between Sena- 
tor Moses and the Progressives will be dealt with in the 
December number of THe Dicest. 
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This Month’s Pro and Con Feature: 








America. and the Silver Question 











Foreword 


ECAUSE of the plight of the silver producing in- 

terests of the western states and because of disturbed 
financial conditions in foreign countries, silver is sure to 
be the topic of considerable discussion in Congress during 
the coming session. 


Senators from the states in which silver is mined are 
making vigorous efforts to have something done to raise 
the price of silver to its former normal level and to have 
that normal price stabilized. Their efforts, however, have 
not extended beyond the point of (a) asking the Presi- 
dent to call an international conference to agree upon a 
stabilization program and (b) of trying to work out a 
plan to aid American trade with the Orient, principally 
through a silver loan to China. 

In response to the Senate’s request that he call an inter- 
national silver conference, President Hoover, after pre- 
liminary investigations, stated that several of the nations 
involved had indicated clearly that they were not prepared 
to enter such a conference. 


Investigations into the Oriental trade, together with 
the suggestion of a silver loan to China, which is one of 
the controversial phases of the question, are still in abey- 
ance in the Senate. The subcommittee of the Com- 
mittee on Foreign Relations, directed to study the effect 
of the silver slump on American trade with the Orient, has 
submitted an interim report recommending a silver loan 
to China and a cessation of the sale of any Government- 
owned bullion, and will file a further report when Con- 
gress convenes. 


So far the western Senators have not attempted to re- 
vive the question of bimetallism, since most of them de- 
clare themselves opposed to that theory. And the chance 
that the silver question will become a political issue in the 
1932 Presidential elections does not appear strong at this 
time. 

There is no partisan line-up on the present phase of the 
question in the Senate since Republicans and Democrats 
are about equally represented in the group demanding aid 
for silver. To bring silver into politics a demand for its 
use as a monetary standard would have to develop. It was 
the plea for “cheap money” that was the basis of the 
famous Bryan campaign of 1896 and this cry always has 
a certain appeal if it has an effective political campaigner 
to voice it. 

The student approaching the political aspects of the 
silver question for the first time will soon find frequent 
references to the famous Presidential campaign of 1896 
when the silver issue, espoused by the Democratic party 


and its Presidential candidate, the late William Jennings. 


Bryan, was paramount. 

The campaign of 1896 was the culmination of a long 
fight for the establishment of bimetallism started originally 
by the Populist party. The rank and file of the Demo- 
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cratic party were divided on the subject. When the Demo- 
cratic National Convention assembled that year it was 
anticipated that, although the issue would be raised, it 
would be rejected by the convention. 


During the convention, however, Mr. Bryan, who, as 
a Representative in Congress from Nebraska, had become 
identified with the support of bimetallism, made his 
famous “Crown of Thorns and Cross of Gold” speech 
which stampeded the convention and resulted in his 
nomination, at the age of 36, for the Presidency. The 
Populist party withdrew its plans for putting a ticket in 
the field, and threw its support to Bryan, whose wonder- 
ful oratorical powers and youth, together with his 
espousal of the silver cause, caused him to be called “The 
Silver Tongued Orator.” 


Bryan’s issue was “Free Silver,” by which was meant 
the free and unlimited coinage of silver at a ratio of 16 
ounces of silver to 1 ounce of gold, or bimetallism, since 
we already had free coinage of gold. The gold standard 
had long since been adopted by the United States, bi- 
metallism having been abandoned to a degree in 1834 
and definitely in 1873. 


The 1896 campaign has been written down in history 
as one of the most stirring ever known in America. Wil- 
liam McKinley, a Member of Congress from Ohio, was 
the Republican nominee. He was supported by the East 
and Middle West, while Bryan’s strength came from the 
South and West. McKinley won and in 1900 Congress 
passed an Act reiterating and making stronger the national 
policy of the gold standard. 

Bryan was renominated in 1900 and so was President 
McKinley. Again “free silver” was the issue and Mc- 
Kinley was reelected by an increased majority. Bryan 
was nominated for the third time in 1908, running against 
William Howard Taft, but the silver issue had been 
dropped. 

In the present aspects silver is being dealt with by the 
western S *nators more as a necessary commodity than as 
a monetary problem. The money angle naturally enters 
in, however, due to the fact that silver is used in the 
manufacture of coins, and, therefore, one way to increase 
the use of silver is to increase its use in money and 
definitely to fix its value in such use. 


This leads naturally to the revival of agitation, at least 
in some European countries, for bimetallism. This relation 
of silver to money and to the present controversy is 
brought out ir. the pro and con discussion. 

In this number the modern version only of the silver 
controvery is set forth with the usual background of his- 


-torical facts. The question is not complicated when the 


reader understands the financial nomenclature involved. 
These have been carefully explained in the Glossary and 
the articles preceeding the Pro and Con discussions which 
will, if read consecutively, reveal many of the so-called 
mysteries of the silver problem. 


A Description of America’s Monetary System 


= by the U. S. Treasury Department 


N 1786 the .Congress of the Confederation adopted 

as the monetary unit the dollar of 375.64 grains of 
pure silver. Following the inauguration of the present 
form of Government the Congress, by the act of April 
2, 1792, established the first monetary system in the 
United States. Two units were adopted: the gold dollar, 
containing 24.75 grains of pure gold, and the silver dol- 
lar, containing 371.25 grains of pure silver. The ratio 
of gold to silver was 1 to 15. Both gold and silver were 
legal tender; the standard was double. 


Various changes in the ratio were made from time to 
time until the act of February 12, 1873, which provided 
that the unit of value of the United States should be the 
gold dollar of the standard weight of 25.8 grains, 0.900 
fine. The act of February 28, 1878, directed the coinage 
of standard silver dollars, and provided that they should 
be legal tender, at their nominal value for all debts and 
dues public and private except where otherwise expressly 
stipulated in the contract. 


The act of March 14, 1900, declares that the dollar, 
consisting of 25.8 grains of gold 0.900 fine (23.22 grains 
actual gold), “shall be the standard unit of value,” and 
makes it the duty of the Secretary of the Treasury to 
maintain all forms of money issued or coined by the 
United States at a parity of value (i. e. equality of pur- 
chasing power) with this standard (gold standard). This 
act also provides that nothing contained in the act shall 
be construed to affect the legal tender quality, as now 
provided by law, of the silver doiiar or of any other 
money coined or issued by the United States. The Fed- 
eral Reserve Act of December 23, 1913, reaffirms the 
— provisions of the above act and the authority of 
the Secretary of the Treasury to borrow or buy gold 
in order to maintain such parity. 


The money in circulation in the United States consists 
of gold, silver, nickel and bronze coins and various kinds 
of paper currency including bank notes. The coins are 
produced by the mints at Philadelphia, Denver, and San 
Francisco, while all the paper money is produced by the 
Bureau of Engraving and Printing at Washington. Both 
the mints and the Pureau of Engraving and Printing are 
under the U. S. Treasury Department. 


Legal tender is a quality given a circulating medium 
by Congress and, possessing this quality, it becomes law- 
ful money. 

Gold coins: The gold doilar is the standard unit of 
value in the United States. Gold coins are now minted 
in denominations of $5, $10, and $20, termed respectively, 
half eagles, eagles, and double eagles. The gold dollar 
— 25.8 grains in the proportion of 900 parts of pure 

.to 100 parts of alloy. The coirling value of a troy 
ounce of pure gold is $20.67183 and the coining value of 


a troy ounce of standard (0.900 fine) gold is $18.60465. 
The weight of $1000 United States gold coin is 53.75 
troy ounces, equivalent to 3.685 pounds avoirdupois. 
Gold coins, when not reduced in weight below the limit 
of tolerance fixed by law, are legal tender at their nomi- 
nal or face value in payment of all debts, public and pri- 
vate, and when below such standard weight and limit of 
tolerance they are legal tender in proportion to their 
weight. Being standard money, gold coins. are not re- 
deemable, but may be exchanged for other forms of 
money, particularly gold certificates. 


Standard silver dollars: The standard silver dollar con- 
tains 412.5 grains of silver 0.900 fine. The coining value 
in standard silver dollars of a troy ounce of pure silver 
is $1.2929, and the coining value of a troy ounce of 
standard silver is $1.1636. The weight of $1000 in stand- 
ard silver (0.900 fine) dollars is 859.375 troy ounces, 
equivalent to 58.928 pounds avoirdupois. Standard silver 
dollars are legal tender at their nominal or face value in 
payment of all debts, public and private, without regard 
to the amount, except where otherwise expressly stipu- 
lated in a contract. Being standard money, standard 
silver dollars are not redeemable, but may be exchanged 
for silver certificates. 


Subsidiary silver coins: The subsidiary silver coins is- 
sued are half dollars, quarter dollars and dimes. These 
coins are legal tender for amounts not exceeding $10 in 
any one payment. They may be presented in sums or 
multiples of $20 to the Treasurer of the United States 
for redemption or exchange into lawful money. They 
will also be received for redemption by the Federal re- 
serve banks and branchces. 


Minor coins: Minor coins of nickel or bronze are is- 
sued in five cent pieces and one cent pieces. They are 
legal tender for amounts not exceeding twenty-five cents 
in anv one payment. They may be presented for redemp- 
tion or exchange under the same conditions as subsidiary 
silver coins. 


Paper money: There are seven kinds of paper cur- 
rency in circulation in the United States: United States 
notes, gold certificates, silver certificates, Treasury notes 
of 1890, Federal reserve notes, National bank notes, and 
Federal reserve bank notes. 


United States notes: United States notes are often re- 
ferred to as “greenbacks” or “legal tenders.” These notes 
were originally issued under authority of the acts of 
February 25 and July 11, 1862, and March 3, 1863. The 
highest amount outstanding at any time was $449,338,902 
on January 30, 1864. This amount was gradually re- 
duced until the act of May 31, 1878, which required the 
notes to be reissued when redeemed. Since that time 
the amount outstandiing has remained $346,681,016. 
United States notes are protected by a gold reserve of 
approximately $156,000,000 held in the Treasury.. They 
are full legal tender and are redeemable in gold coin. 
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Gold certificates: Gold certificates are issued against 
deposits of not less than twenty dollars in gold coin with 
the Treasurer of the United States, deposits of gold 
bullion or foreign gold coin in sums not less than one 
thousand dollars with the mints and assay offices, or 
against available gold in the general fund of the Treas- 
ury. Gold certificates may be obtained in payment of 
obligations of the United States payable in gold, in pay- 
ment of checks issued by the mints and assay offices of 
the United States for deposits of gold bullion and for- 
eign gold coin, in exchange for other forms of United 
States paper currency, or in the ordinary course of Gov- 
ernment payments when paid out by the Treasurer or the 
Federal reserve banks. These certitficates are legal ten- 
der and will be received for redemption in gold. Gold 
certificates may be issued in any denomination not less 
than $10. 


Silver certificates: Silver certificates are issued against 
deposits of standard silver dollars or avaialble silver dol- 
lars in the general fund of the Treasury, and may be 
obtained in exchange for other forms of United States 
paper currency or in the ordinary course of Government 
payments, when available. These certificates are redeem- 
able only in standard silver dollars and may be presented 





Base Metal—Any metal, as iron, lead, etc., readily 
altered by exposure to air, etc.; generally a metal of in- 
ferior value as contrasted to noble metals, such as gold, 
silver, etc. 


Bimetallism— This compound word is used to describe 
the employment of two metals to form, at the same time, 
in combination with each other, the standard of value. 
The final report of the (British) Royal Commission on 
Gold and Silver (London, 1887) describes bimetallism as 
follows: “A bimetallic system of currency to be completely 
effective must, in the view of those who advocate it, in- 
clude two essential features: (a) an open mint, ready to 
coin any quantity of gold or silver which may be brought 


.to it, (b) the right on the part of a debtor to discharge 


his liabilities, at his option, in either of the two metals 
at a ratio fixed by law.” It is usually understood now to 
mean that the two metals are used thus at a fixed pro- 
portion to each other. (Palgrave.) 


_ Commodity Price—The existing value of commodi- 
ties, in terms of money. 


Debase— To reduce from a higher to a lower grade of 
worth; lessening the intrinsic value of a coin. 


Debasement of Coin—Coins may be debased in three 


ways—(1) a debasement in total weight; (2) a debase- 


ment in fineness: (3) a debasement by increasing the rat- 
ing or nominal value, the coins continuing at the same 
standard weight and fineness. The effect of the last may 
also be brought about unintentionally by a fall in the value 
ot the precious metals, and herein lies the secret of much 
of the debasement of the middle ages. 


Glossary of Scientific, Economic and —- 
Political Terms Used in This Issue 
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for redemption to the Treasurer of the United States or 
to any Federal reserve bank or branch. They are not 
legal tender but are receivable in payment of all public 
dues and when so received may be reissued. They may 
be held as lawful reserve by Federal reserve banks. 


How Money Gets Into Circulation—There are many 
ways in which money gets into circulation. The holder 
of gold bullion or foreign gold coin, for example, may 
deposit the same at a mint and receive therefor coin 
equal in value to the bullion deposited. If the owner 
of gold coin or bullion prefers, he may exchange his 
gold for gold certificates or other forms of currency 
(free coinage of gold). Money may also get into cir- 
culation through the payment by the Government of its 
obligations in cash. Exchanges of new money for old 
and of one kind for another are also going on constantly ; 
e. g., silver certificates issued in exchange for silver dol- 
lars, or subsidiary silver and minor coins issued in ex- 
change for other forms of money. National banks and 
Federal reserve banks put their notes into circulation 
either by paying them out to depositors and bona fide 
holders of checks in due course, or through the proceeds 
of loans granted by these banks.—E-xtracts, see 13, p. 
288. 










Demonetization—The discontinuance by a government 
of the use of a coin, and its official withdrawal from cir- 
culation, are known as its demonetization. 


Fiat Money—A colloquial term in the United States 
applied to paper money issued by the government as 
money, but not supported by coin, bullion, or any promise 
of redemption. 


Fractional Currency—Small coin or paper notes in 
circulation of less value than the monetary unit. The 
United States has no fractional paper currency. Its 
fractional coins are the silver half-dollar, quarter dollar 
and dime, or ten cent piece; the nickel five cent piece and 
the copper one cent piece. Several foreign countries have 
paper fractional currency. 


Free Coinage—The right of any person to have bul- 
lion coined at the legal rate. 


Free Silver—A term used to indicate the legal free 
coinage of silver. 


Gresham’s Law— This term denotes that well-ascer- 
tained principle of currency which is forcible though not 
quite adequately expressed in the dictum—‘“bad money 
drives out good.” It has also not infrequently been ex- 
plained by the statement that where two media of ex- 
change come into circulation together the more valuable 
will tend to disappear. The principle in its broadest form 
may be stated as follows:—-Where by legal enactment a 
oe. assigns the same nominal value to two or more 
orms of circulatory medium whose intrinsic values differ, 
payments will always, as far as possible, be made in that 

























































































































































































































































medium of which the cost of production is least, and the 
more valuable medium will tend to disappear from cir- 
culation; in the case where the combined amount in cir- 
culation is not sufficient to satisfy the demand for cur- 
rency, the more valuable medium will simply run to a 
premium. ( Palgrave.) 


Gold Basis— This term is used in connection with a 
monetary system to denote that government currency is 
redeemable in gold. 


The United States is now on a gold basis which includes 
the free coinage of gold by the mint, subject to definite 
regulations fixed by the Secretary of the Treasury under 
authority from Congress. z 

The law provides that the gold dollar is the standard 
unit of value in the United States and, further, that that 
dollar “shall consist of 25.8 grains of gold, 0.900 fine.” 
The term “0.900 fine means that 90 per cent of the fixed 
dollar value must be pure, refined gold, the rest being 
alloy. Since 90 per cent of 25.8 equals 23.22 it means 
that there must be 23.22 grains of gold in each standard 
unit dollar. Since there must be 23.22 grains of fine gold 
in the dollar, the dollar is always worth 23.22 grains of 
fine gold and 23.22 grains of fine gold is always worth 
a dollar, minus an infinitesimal fee charged by the mint. 

It is by this means that the value of gold is virtually 
standardized and stabilized. A gold miner may always 
take his gold dust or ore to the assay office, have it 
assayed and sent to the mint, where it will be minted for 
him into gold coin at the rate of 23.22 grains to the dollar, 
minus the cost of minting. He will be paid in either gold 
coin, currency or by Government check, as he desires. 

The United States will buy all the gold offered it from 
any source under these conditions, except that it will not 
buy less than $100 worth. In fact the United States 
Government buys and sells practically all the gold that is 
used in America. 

Manufacturers, jewelers and dentists sell their scrap 
gold to the Treasury and in turn buy most of their gold 
from the Treasury, both transactions being made through 
the Mint. The reason they buy from the ‘Mine is because 
- the gold bars or bricks from the Mint bear the Govern- 
ment stamp which is a guarantee of the purity of the gold. 
During the calendar year 1929, for example, 56 millions 
of dollars worth of gold was used in the industrial arts. 
Of this, 24 million dollars worth represented new material 
and 32 million dollars worth represented gold bought from 
the Treasury. 


Gold and Silver Reserves—Reserves of gold and 
silver held by a government to redeem the currency it has 
issued. 


Gold Bullion Standard—Gold Exchange Standard— 
See article by Mr. Goldenweiser, p. 263. 


Legal Tender—That currency or coin which the law 
authorizes a debtor to tender and requires a creditor to 
receive in pay:ient of money obligations. 


Monometalism—The legalized use of one metal only, 
as gold or silver, in the standard currency of a country or 
as the standard of money value. 


Nonferrous Metals—Metals which contain no iron. 


Parity of Value—A term used for“a variable par as 
betweeh gold and silver exchanges. 


Ratio—In finance: the relation in legal tender value of 
different metals, especially gold and silver. 


Silver Standard— Wherever silver coins are full legal 
tender and constitute the money in which commercial ex- 
changes and values are measured, and where other coins 
are rated in their relation to silver coins, the silver stand- 
ard may be <1id properly to exist. A still further con- 
dition is reaity necessary, namely, that the mints of a 
country having the single silver standard must be open 
to the free coinage of silver. 


Silver Stabilization—Making the value of silver stable 
by legislation. (See Stabilization). 

It is the absence of a fixed legal monetary standard for 
silver that prevents silver from being standardized in price 
as is gold. Most gold that reaches the Government assay 
offices and mint from the mines contains some silver. This 
silver is separated during the refining process and is also 
bought by the Government. But the price paid is simply 
the current market price and when the Government wants 
to buy silver it advertises for bids and buys from the 
lowest bidder just as it would buy any other commodity 
the price of which is fluctuating. 


Sixteen to One—A slogan of the Democratic party in 
the Presidential campaign of 1896, when William Jennings 
Bryan was its candidate, alluding to the party’s advocacy 
of the free and unlimited coinage of silver at a legalized 
value of ratio to gold of 16 to 1. 


Stabilization— The value of a commodity is a relative 
term. It is great or small according to the relation exist- 
ing between the wants which the said commodity could 
satisfy and the means available for satisfying such wants 
in addition to the commodity itself. In the sense of value- 
in-exchange, the value of the commodity is equally relative 
to the extent of want and the extent of the available means 
of satisfaction. The wants in question are now conceived 
of, not as those which can be directly satisfied by the con- 
sumption or use of the commodity, but such as might 
be satisfied by any of the indefinitely numerous kinds of 
commodity which might be obtained in exchange for it, 
in such quantity as its value enables them to be procured. 

The value of the commodity may be said to be stable if, 
either by itself or by what can be procured in exchange 
for it, it can afford a utility which remains the same from 
one time to another. Stability of value, in the sense of 
stability of exchange-value, is generally meant to imply 
merely the capacity for procuring in exchange equal quan- 
tities of some one other commodity, or of other commodi- 
ties in general. This last expression acquires definiteness 
through the calculation of index-numbers which are 
devised to procure a measure of the stability of value of 
money and hence of any commodity whose money-value 
is ascertained. (Palgrave.) 


Supply and Demand—The term generally used in 
economics in discussing the effect on prices of commodi- 
ties of an oversuppiy or undersupply of those commodities, 
the general rule being that when a given commodity is 
scarce, its value, interms of money rises, and when it is 
plentiful, its value falls. (See Stabilization.) 


Valorization—The act or process of attempting to give 
an arbitrary market value or price to a commodity by 
Governmental decree. 
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by Dr. E. A. Goldenweiser 


HE phrase “gold standard” includes a great variety 

of different standards which have only this in com- 
mon—that they establish a stable relationship, fluctuating 
only within the gold points, between a country’s currency 
and gold. A full gold standard exists in the United States, 
where there is no restriction on gold imports or exports, 
on the redemption of currency in gold coin or gold bullion, 
on the coinage by the mint of all gold offered for coinage, 
and on the availability of gold for circulation purposes 
by those who may wish it. I doubt whether there is any 
other country where gold is as free from control as it is 
in the United States, and yet there is practically no gold 
in circulation in this country. Not by law and not by 
persuasion, but by the development of custom and owing 
to the inherently greater convenience of paper money, 
gold has been driven out of circulation. This is not a 
case of the operation of the Gresham law by which poorer 
money always supplants better money, but the combined 
result of absolute confidence on the part of the people of 
the United States in our paper money—that is, ultimately 
in the Government—and the greater efficiency of this 
kind of money as compared with clumsy coins. In the 
United States we have the unlimited old-fashioned gold 
standard minus gold circulation. 


A number of other countries have a gold bullion stand- 
ard under which their central banks are obliged to redeem 
notes only in amounts approximately $8,000, and in bullion 
rather than in coin. This means in practice that gold is 
available for international payments, but not for domestic 
circulation. There are other restrictions in those coun- 
tries upon the freedom of gold movements. The mint in 
England is under obligation to mint gold only for the 
Bank of England, which means that gold bought in the 
open-market cannot be converted into sovereigns, unless 
the Bank of England chooses to have it converted, and that 
means that gold is of no use to a Britisher unless he 
wants it for export, for industrial purposes, or to satisfy a 
personal hobby. 

Still other countries have a gold exchange standard, 
and this includes many minor countries as well as Ger- 
many as a matter of law. Under the gold exchange 
standard, the central bank is obliged to redeem its notes 
either in gold or in exchange on a country which has the 
gold standard. In practice, it is required to give the holder 
of notes at its own choice either gold on the spot or gol¢. 
in one of the financial centers, chiefly London or New 
York. This arrangement also eliminates gold from cir- 


culation, except as it may be circulated under a deliberate - 


policy of the central bank, and restricts its use to re- 
serves and international payments. 

The gold exchange standard, which prior to the war 
had functioned in India and the Philippines, was con- 
sidered by some to be the solution of post-war difficulties 
and to provide a method by which gold could best be 


What Is Meant by The Gold Standard - - 
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economized. The gold exchange standard has, however, 
lost much of its popularity. Its principal advantage from 
the operating point of view was that gold could be sent 
abroad and invested in short-term obligations and could 
thus earn money for the central bank, while at the same 
time counting as reserve. From the point of view of 
world credit conditions, the principal characteristic of the 
gold exchange standard is that under its operation gold 
in the principal money markets can support currency and 
credit, not only in those markets, but also in other coun- 
tries that maintain balances in these markets. It is in 
this very fact that a weakness of the gold exchange stand- 
ard developed. It became evident that it was a dangerous 
proceeding to count deposits in one country as reserves 
in another country. In the United States, for instance, 
against $100 of deposits at a member bank there is on 
the average $7.50 of reserves with the reserve bank and 
against this amount the reserve bank must hold about 
$2.50 as reserves. This $2.50 under the gold exchange 
standard would support not only $100 of deposits in this 
country, but perhaps two and one-half times as much of 
currency or deposits in some other country. One could 
even go further than that and point out that the deposits 
of member banks contain a large part of the reserves of 
non-member banks and, therefore, the $2.50 in the Federal 
reserve bank might be the basis of several hundred dol- 
lars of deposits in non-member banks, and these deposits 
in turn could be counted as reserves of some country with 
a gold exchange standard. This might be carrying the 
dilution of reserves to a very dangerous point. 

It is not this alone, however, that has worked against 
the gold exchange standard, but rather the two factors 
of the desire of the central banks to have gold reserves 
where they could lay their hands on them and exhibit them 
in their statements and to visitors, and the desire of the 
central banks in the gold standard countries to be relieved 
of the uncertain contingent liability arising out of the 
volatile element in their short-time money markets repre- 
sented by other peoples’ reserves. The presence of these 
foreign reserve funds seeking short-time investment 
worked toward artificially low money rates. The principal 
financial centers operated under a veritable sword of 
Damocles which might be brought down at any moment 
by an unforeseen withdrawal of gold. It seems to be the 
judgment of the best informed practical men that the 
gold exchange standard is desirable only for relatively 
small countries, and that the great commercial countries 
of the world must have physical control over their own 
reserves. 


Does this mean that the trend is in the direction of a 
full gold standard as it exists in the United States, and 
as it was understood prior to the war? I think not. It is 
my opinion that out of the war and the post-war read- 
justment there has come into the world a new kind of a 
gold standard which can best be described as the gold 
reserve standard. This term describes a standard which 


is relatively independent of the specific legal provisions 
about convertibility of notes or the availability of gold for 
export. Provisions protecting gold in case of emergency 
and dictated by prudence and caution continue to be main- 
tained by different countries, but only with a view to 
meeting emergencies, and emergencies are not a daily 
occurrence. Much more important than legal provisions 
are the practical, habitual daily uses to which gold is put, 
and at the present time the principal purpose that monetary 
gold serves throughout the world is found in its use for 
reserves of central banks. 

What constitutes adequate reserves? In maintaining 
public confidence, sound management of banking policy 
and sound government finance are of greater importance 
than a large hoard of gold. The ratio of gold to total 
currency and deposits in the United States is about 6.3 
per cent; in Great Britain about 4.7 per cent; in Ger- 
many about 11 per cent, and in Italy about 17.9 per cent. 
The figures show that countries where the banking sys- 
tem is highly developed can do business on a sound basis 


and maintain public confidence with a ratio of gold to 
liabilities that is from one-third to one-fifth as large as is 
required by countries that do business chiefly on a cur- 
rency basis. 

To summarize briefly, I believe that out of the war 
and the post-war disturbances has emerged the gold re- 
serve standard which tends to relieve gold of all its func- 
tions, except the duty to serve as reserves. A better under- 
standing by the world of the financial mechanism has 
brought recognition of the fact that the principal function 
of reserves is to maintain public confidence. It would 
seem, therefore, that it should be the objective of financial 
authorities throughout the world to find means of keep- 
ing the public confidence and at the same time to develop 
methods of banking that will make the available supply 
of gold be sufficient to meet the needs of trade and in- 
dustry. It should not be a case of cutting the financial 


garment of the world according to the available reserve 
material, but of making such use of available reserves 
as will provide adequate financial support to world trade. 


Nations On and Off the Gold Standard, 1923-1931 


I. Countries Adopting Gold Standard 


1923—January 3: Austria—National Bank of Austria opened 
under legal obligation to prevent depreciation of its notes in 
terms of gold. 

July 23: Colombia.—Banx of the Republic of Colombia opened 
under legal obligation to redeem its notes in gold. 


1924—April 1: Sweden.—Restrictions on gold exports ceased 
and exemption of Swedish Riksbank from legal obligation to 
redeem its notes in gold expired. Obligation of the bank to 
maintain the parity of the krona in relation to the dollar had 
existed since March 31, 1923. 

November 26: Guatemala.—New monetary unit adopted with a 
specified gold content. The stabilization office, already under 
lega! obligation to maintain stability of exchange, was thereby 
given an official standard to maintain. 

1925—April 28: England.—The Bank of England, already under 
legal obligation to redeem its notes in gold, was given a general 
license to export gold with the understanding that this meant 
in effect the free export of gold. The gold standard act became 
law on May 13 and the att and silver (export control) act of 
1920 lapsed entirely on December 31. 

April 28: Hungary—The krone, having been stabilized with 
reference to sterling since August 1, 1924, by commitment of 
the National Bank of Hungary, came into fixed relation to gold 
when England returned to the gold standard. The bank is under 
legal obligation to preserve the stability of its notes in terms of 
gold ih 

April 28: Danzig —The guiden having been officially stabilized 
with reference to sterling on March 17, 1924 (when the Bank 
of Danzig opened under legal obligation to buy and sell sterling 
at fixed rates) came into fixed relation with gold when England 
returned to the gold standard. 

April 28: Netherlands.—Restrictions on gold exports ceased 
and legal obligation to redeem notes in gold was once more as- 
sumed by the Bank of Netherlands. 

April 28: Java.—Restrictions on gold exports ceased. The Bank 
of Java was already under legal obligation to redeem its notes 
in gold or silver coin. ; 

April 28: Australia.—Restrictions on gold exports ceased. The 
Commonwealth Bank was already under legal obligation to re- 
deem its notes in gold. 

April 28: New Zealand.—Restrictions on gold exports ceased. 
Notes are to remain inconvertible until Jan 10, 1932, but New 

: |: currency in practice has moved closely with the English 
pound. - 


May 18: South Africa.—Restrictions on gold exports ceased. 
The legal obligation of the South African Reserve Bank to re- 
deem its notes in gold was reimposed. 

September 2: Albania.—National Bank of Albania opened under 
legal obligation to redeem its notes in gold or gold exchange. 

December 21: Finland—New regulations became effective 
under which the Bank of Finland must redeem its notes in gold 
or gold exchange. 

1926—January 11: Chile—Central Bank of Chile opened under 
legal obligation to redeem its notes in gold or gold exchange. 

April 1: Csechoslovakia—National Bank of Czechoslovakia 
opened under legal cbligation to maintain the relation of the 
crown to undepreciated foreign gold currencies at the level of 
the preceding two years. On November 27, 1929, par was fixed 
by law and the bank placed under legal obligation to maintain 
the exchange value of its notes at par. 

July 1: Camada.—-Control over gold exports was removed and 
legal obligation to redeem notes in gold was reimposed. 

October 25. Belgium.—By royal decree the legal obligation was 
imposed upon the National Bank of Belgium to redeem its notes 
in gold or gold exchange. 

1927—January 1: Bulgaria—New bank law became effective 
under which it is the duty of the Bank of Bulgaria to insure by 
all means in its power that the gold value of its notes shall 
remain stable. 

January 1:°Denmark.—Exemption of the National Bank of 
Copenhagen from legal obligation to redeem its notes in gold 
expired. 

April 1: India.—Law imposing upon the Government 
the legal obligation to sell either gold or sterling at fixed rates. 

August 10: Ecuador—Central Bank of Ecuador opened under 
legal obligation to redeem its notes in gold or gold exchange on 
New York or London. 

August 27: Argentina—Conversion office was reopened and 
legal obligation to redeem paper pesos in gold was reimposed. 

October 13: Poland.—New statutes of the Bank of Poland be- 
came effective under which the bank must redeem its notes in 
gold or gold exchange. 

December 22: Italy.—By royal decree the legal obligation was 
imposed upon the Bank of Italy to redeem its notes in gold or 
gold exchange. 

1928—January 1: Esthonia—New statutes for the Bank of 
Esthonia became effective under which the bank must redeem its 
notes in gold or gold exchange. 


Continued on page 288 
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HE announcement by Great Britain that she had 
been compelled to abandon temporarily the gold 
standard marks a new and more momentous climax to 
the difficulties against which Europe has been con- 
tending. Commencing with banking troubles in Vienna, 
the financial conflagration has spread rapidly throughout 
Central Europe, finally extending across the Channel to 
London, a name heretofore regarded as practically 
synonymous with stability and economic strength. 


When the troubles first broke out in Austria, and later 
extended to Germany, London, true to its traditions as 
a great international money center, did all in its power 
to extend help. In the Austrian crisis the Bank of Eng- 
land lent $21,000,000 to the Austrian Government to help 
tide over a critical period, and, later when the panic had 
spread and involved Berlin, participated to the extent of 
$25,000,000 in a central banking credit to the Reichs- 
bank. In addition, much assistance was also extended 
through private banking channels. With the closing down 
of the German banks, however, apprehensions began to 
be felt as to the possible repercussions on London which 
was known to have large commitments in Germany. 
Thus, almost overnight, London too found its foreign 
creditors clamoring at its doorstep for a return of their 
funds. 


Since then the British Government has been engaged 
in a heroic battle to save the pound. By the end of 
August, the proceeds of the central banking credit had 
been exhausted, and Great Britain was up against the 
necessity of taking more drastic steps to restore confi- 
dence or of abandoning the gold standard. 


In this emergency, Great Britain chose to continue the 
fight. To do so, the first step was to balance the budget 
and put the finances of the Government on a sound basis. 
Such a* program, however, involved reductions in the 
unemployment benefits to which the majority of the 
Labor Party would not agree, thus resulting in the down- 
fall of the Labor Ministry and the formation of a new 
National Coalition Government, headed by Mr. Mac- 
Donald. Both the New York and Paris money markets 
gave immediate and willing cooperation to the new Gov- 
ernment by furnishing them additional credits to the ex- 
tent of $400,000,000 for the support of sterling exchange. 

These evidences of determination on the part of the 
British Government to put its financial house in -order 
served for a time to quiet somewhat the alarm among 
holders of sterling. The new Government announced its 
intention to balance the budget, and on September 10 


introduced into Parliament its program for meeting the . 


deficit. Had it been possible to carry through the meas- 
ures proposed without serious opposition it is possible 
that confidence might have been restored and the situa- 
tion saved. Unfortunately, the British public was far 
from a unit in accepting the measures of economy. A 
large section of the Labor Party had disavowed Mr. 
MacDonald, and consistently declared its opposition to 
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The Recent Fall of the British Pound Sterling - - 


Estimated Effects 


cuts in the dole and to the general policy of reducing 
wages. On September 15 reports of unrest in the British 
Navy, following the announcement of pay cuts, injected 
a new note of alarm into the situation, while growing 
talk of an impending general election added still further 
to the increasing nervousness. As a result, the foreign 
exchange situation suddenly became acute again, and 
withdrawals quickly ran through the balance of the 
$400,000,000. The London market sustained losses of 
nearly $1,000,000,000, met partly from gold and foreign 
currency holdings of the Bank of England and partly 
from the proceeds of the two foreign loans already re- 
ferred to. To prevent further losses the Government was 
obliged finally to give up the fight and, by suspending the 
provision of the Gold Standard Act of 1925 requiring 
the Bank to sell gold at a fixed price, permit sterling 
exchange to find its own level. 


The program of the Coalition Government was em- 
bodied in the revised budget submitted by Mr. Snowden 
to Parliament on September 10. It called for far-reach- 
ing increases in taxation and reductions in expenditures. 
On the side of revenue, it raised the basic income tax rate 
from 22% to 25 per cent, with reductions in the present 
scale of exemptions and allowances, and increased the 
supertax 10 per cent on incomes over £2,000. It in- 
creased the levies on beer, tobacco and amusements, and 
raised the tax on gasoline by twopence (4 cents) a gallon 
to eightpence (16 cents). On the side of economies, it 
called for pay cuts in practically all departments of the 
government, including the Army and Navy, civil servants, 
school teachers, and police. In addition, it cut the sink- 
ing funds, and also the Road Fund. More important of 
all, however, was a cut of 10 per cent in the dole, and 
increased contributions by workers and employers to 
the unemployment insurance. Thus, the Government en- 
deavored to spread the burden equally, while at the same 
time recognizing the fundamental principle that no mere 
balancing of the budget which drew from the capital 
resources of the country to support a scale of industrial 
costs too high for industry to pay its way could hope to 
succeed. 

Unfortunately, however, the British Trades Union has 
been unable to see the situation in this light. When the 
supply of funds available for the dole runs short, they 
know where they can go to replenish the till. The idea 
is widely prevalent not only in Great Britain but else- 
where as well that the higher incomes afford a legitimate 
and practically inexhaustible field for public exploitation. 


It is forgotten that to the extent that taxes are imposed 


to support unproductive expenditure, by just so much is 
here a diminution in the proportion of the national income 
available for reproductive purposes. One cannot have 
one’s cake and eat it too. 

All of which has been understood very well indeed by 
holders of sterling exchange and securities, both at home 
and abroad, even though it apparently has not been clear 
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to a large section of the population in England. Hence 
the renewal of the flight from the pounds once doubts 
began to arise as to the Government’s ability to carry 
through its program of financial reform. On September 
20 came the announcement of suspension of gold pay- 
ments, followed immediately by a break in sterling to 
$3.70 in New York and $4.00 in London, compared with 
par of $4.86. Since then the rate has moved erratically, 
with a downward tendency, touching in London $3.43 at 
the lowest. The current rate as we go to press is $3.87. 
Simultaneously with the suspension of gold payments 
came the announcement of the Bank of England of an 
advance in the discount rate to 6 per cent, and open mar- 
ket rates in London were adjusted accordingly. 


Full economic effects of the fall in sterling cannot now 
be foreseen. The most immediate effect has been the 
spread of the disturbance to other foreign exchanges and 
money markets. This is partly psychological and partly 
the result of heavy losses sustained by all lerders having 
balances in the London market. 


Such balances included not only commercial bank 
funds, but also balances and short term investments of 
foreign central banks counted by the latter as part of 
their exchange reserve maintained for the protection of 
their currency and gold. With the fall in sterling, central 
banks in some of the above countries, and in other coun- 
tries as well, are finding a large proportion of their for- 
eign currency reserve materially reduced. Of course, 
the situation also works che other way round, and those 
countries having either long or short term obligations in 
sterling are finding themselves relieved of a substantial 
portion of their debt. This is notably true of Germany 


and other countries of Central Europe where large 
amounts of British funds have been temporarily uncol- 


lectible. 


Nevertheless, despite these counterbalancing influences 
the departure of Great Britain from the gold standard 
made the disturbance in the Continental financial centers 
much worse. The immediate effect of the tying up of 
central and private bank funds in London has been fur- 
ther tightening of credit as shown by central bank dis- 
count rate advances in Sweden, Norway, Denmark, Cze- 
choslovakia, Greece, Netherlands and Ireland. These meas- 
ures were soon followed in Sweden, Denmark and Nor- 
way by official announcement of temporary suspension 
of gold payments. What the result of British develop- 
ments will be in Austria and Hungary, dependent upon 
London’s financial help, is still difficult to say. 

The development of sudden demands on New York 
for gold is an outgrowth of the general condition, lead- 
ing to the conversion by foreigners in the last few days 
of the mdnth of approximately $280,000,000 of balances 
into gold, which, except for about $28,000,000 exported, 


was left ear-narked for foreign account at the Federal 
Reserve Bank. That further withdrawals of a similar 
character may take place is considered not unlikely. For- 
tunately, unlike London, the New York money market 
is in a strong position to meet such demands as may be 
put upon it. In view of these sudden calls upon New 
York it is interesting to speculate on what the effect 
might have been had the banking authorities in this coun- 
try permitted our gold reserve to have become the basis 
of a credit expansion as large as some of the foreign 
critics of our banking policies seem to have wished. 


It is pointed out that the depreciated pound will en- 
able foreign customers to purchase British goods more 
cheaply, while at the same time acting as a protective 
tariff against foreign competition in the home market. 


No doubt the price of British goods to foreigners can 
be lowered temporarily by cheapening the money, but as 
the drop in exchange begins to be translated into higher 
prices for foodstuffs and raw materials, what assurance 
is there that British manufacturers can retain the ad- 
vantages of lower costs conferred upon them by the de- 
preciated exchange? Moreover, what certainty is there 
that no wage advances will be required in Great Britain? 


Mention has been made of the effect of currency de- 
preciation in lightening the burden of internal debt. It 
should not be overlooked that it has also decreased the 
value of incomes available for taxation by an equivalent 
amount. The country is no gainer by such a transaction. 


What the long-time effects of the current events are 
likely to be on London as a financial center is impossible 
to say. In permitting sterling exchange to find its own 
level, the British Government is undoubtedly following 
an unavoidable policy. While no one can say now at 
precisely ‘what point stabilization can be effected, all 
who know the English character and the natural confi- 
dence that Englishmen have in their country will feel 
secure against anything bordering on a complete collapse 
of the pound. Doubtless some flight of home capital has 
taken place, but that Englishmen will engage in any 
wholesale conversion of their property into sterling for 
transfer out of the country is wholly unlikely. 


Recent developments put Great Britain and perhaps 
Europe generally back where they were before resump- 
tion in 1925 which in retrospect seems to have been pre- 
mature. The post-war developments have been more 
than the single gold standard was equal to handling. It 
is preposterous to say that this proves that the single 
gold standard is impracticable. It is war that is imprac- 
ticable in a highly organized world. It is probably neces- 
sary for Great Britain to suspend until a better state 
of political order and understanding has been reached.— 
Extracts, see 21, p. 288. 

















1776—Before and during the Revolutionary period 
English, French, Spanish and Portuguese coins were in 
circulation throughout the American Colonies. The 
“Spanish Milled dollar” was the unit of common account, 
although its value varied in the different Colonies. 

1782—Robert Morris, Superintendent of Finance, 
recommended the establishment of a colonial mint. His 
recommendation was approved by the Continental Con- 
gress and a “Grand Committee” was appointed to con- 
sider the general question of the coinage of money. Paper 
money had been issued during the Revolution, redeemable 
in Spanish dollars. 

1785—The Grand Committee reported that in France 
silver was the standard of money while in England and 
Spain gold was the standard, and recommended the 
adoption of the silver standard. The report stated :“Sundry 
advantages would arise to us from a system by which 
silver might become the prevailing money. This would 
operate as a bounty to draw it from our neighbors, by 
whom it is not sufficiently esteemed. Silver is not ex- 
ported so easily as gold, and it is a more useful metal.” 

1786—On October 16, Congress accepted a report from 
the Board of Treasury on the adjustment of proposed gold 
and silver dollars and for the establishment of a mint. 
The Congress approved the dollar as the unit, but nothing 
was carried into effect before the adoption of the Con- 
stitution of the United States in 1788, and foreign coins 
continued to be the only coins in use in America. 

The Continental Congress however, chose as the mone- 
tary unit of the Federated Colonies the dollar of 375.64 
grains of pure silver. This unit had for its origin the 
Spanish dollar, which was the world’s chief coin from 
1600 to 1800. The Colonial dollar was never actually 
coined, since there were no mints in the Colonies. 

The original Spanish dollar had, during the Seventeenth 
Century, a legal weight of 388 grains of pure silver. In 
1738 the legal weight was reduced to 382.85 grains. Thus, 
the Colonial dollar unit represented a still further re- 
duction. 

The term “dollar” is derived from a coin made in the 
Sixteenth Century in Joachimsthaler (the Joachim 
Valley) in Bohemia. This coin was generally called a 
“thaler” which was corrupted by the English into “dollar.” 
The Spanish peso was equivalent to the German “thaler” 
of the period and as Spain was then widely engaged in 
commerce the Spanish peso was generally referred to as 
the “Spanish dollar.” Spanish dollars were the equivalent 
of eight reals (about 12 cents) and were also known as 
“pieces of eight,” piastres and pesos duro. The Spaniards 
had established mints in Mexico in 1535 and in Peru in 
1621 and Spanish pesos or dollars from these mints, began 
to enter the trade of Europe and the American Colonies. 

Prior to the fixing of the Spanish dollar as a unit, 
various commodities were used as money and even as 


‘legal tender by the Colonists. Corn and cattle were used 


in New England; tobacco was the principal currency in 
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Virginia and Maryland; lumber and tobacco in New 
York ; beaver skins, because they were in demand in En- 
gland, were a common currency in New England, New 
York and Pennsylvania, while rice, pitch and corn were 
used in the Carolinas. Rice and tobacco, since they could 
be graded as to quality and stored, formed the basis of 
warehouse receipts in the Southern states and these re- 
ceipts became a valuable currency. 

Traffic with the Indians led to the use of wampum— 
polished white and black sea shells—in the Seventeenth 
Century and early Eighteenth Century, but since wampum 
was fragile and subject to artificial coloring it was never 
wholly satisfactory to the English Colonists. 

The commodity currency in the Colonies was known 
as “country pay.” Coins kept coming into the colonies, 
from England, France, Germany, Holland, Sweden, 
Spain, Portugal, Mexico and Peru. Some were gold and 
some were silver and their values covered a wide field. 

England had made no arrangements for definite cur- 
rency for the Colonies. Several of the Colonies tried to 
set up individual currencies, but these efforts were unsuc- 
cessful. During the Revolutionary war and after, various 
state coins appeared, although most of the money used 
during the Revolution was paper money. 

Following the adoption of the Constitution and the 
organization of the Congress of the United States the 
question of a money system for the new Republic was 
immediately taken up. 


1792—In his “Report on the Establishment of a mint, 
Alexander Hamilton wrote: 

“As long as gold, either from its intrinsic superiority as 
a metal, from its rarity or from the prejudices of man- 
kind, retains so considerable a pre-eminence in value over 
silver as it has hitherto had, a natural consequence of this 
seems to be that its conditions will be more stationary. 
The revolutions, therefore, which may take place in the 
comparative value of gold and silver will be changes in 
the state of the latter rather than in that of the former.” 

Because of the needs of the new country both Hamilton 
and Jefferson advocated bimetallism, since silver was ob- 
tainable from South American mines and gold was dif- 
ficult to obtain. Together with the Grand Committee of 
Congress, they had observed that the French ratio of 1 
to 15 resulted in the drawing of silver from other coun- 
tries to France, the ratio in England being 1 to 15.2 and 
in Spain 1 to 16. The American leaders therefore sought 
to fix a ratio in their proposed new money that would 
draw silver to America. 


. 1792—Congress enacted into law the recommendation 


of Hamilton, the law providing for a bimetallic standard 
at the ratio of 1 to 15. 

Dr. J. Lawrence Laughlin in his “History of Bimetal- 
lism” states that the ratio of 1 to 15 represented an over- 
valuation of silver as it was fixed at time when the value 
of silver was beginning to fall, and that Gresham’s law 
(see Glossary) began to operate, with the result that in a 
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few years all the gold left America and that by 1818 silver 
had virtually driven out gold as a medium of exchange. 


1819—The British Parliament passed an act for the 
resumption of cash payments by the Bank of England, 
which had been suspended in 1797. This caused a demand 
for gold in England and is considered by many authorities 
as being responsible, together with the operations of 
Gresham’s law, for the disappearance of gold from 
America during this period. 

Although this question was discussed from time to time 
in Congress, ro action was taken until 1834. ‘ 

1834—On June 28 an Act of Congress was approved 
which reduced the weight of the standard gold dollar 
from 243% grains of fine metal to 23.2 grains. This re- 
duced the ratio to silver from 15 to 1 to 16.002 to 1. 
Gold had been discovered in North Carolina and Georgia. 
The gold mining interests of these two states and the 
eastern commercial interests supported the bill in Con- 
gress. New York bankers argued that the Spanish dollar 
and the gold and silver coins of the United States were 
the only legal currency in the country and that they had 
become mere articles of merchandise. 


President Andrew Jackson had abolished the first Bank 
of the United States in 1811 and the reserve of a second 
Bank of the United States, established in 1817 were mostly 
in silver. The Spanish dollar contained more silver than 
the American dollar. There were not enough United 
States silver coins in existence to meet the demands of 
commerce, which led to general confusion. 

The effect of the Act of 1834, according to economists 
was to undervalue silver, with the result that silver coin 
was driven out by the operation of Gresham’s law. 


As Dr. Laughlin illustrates it: “If a debtor had $16,000 
in silver coin, he need take of it only $15,700, melt it into 
bullion, and, in the bullion market, buy gold bullion, 
which, when coined at the Mint into gold coins, would 
have a debt paying power of $16,000. There was a $300 
profit in not using silver as a medium of exchange.” 


The result was that the gold from the Georgia and 
North Carolina mines was sent to the mint for coinage; 
gold coins came in from Europe, Mexico and South 
America and gold coinage went into circulation generally. 


1853—Congress passed an act stopping the free coinage 
of the silver half dollars, quarters, dimes and half dimes: 
reducing the silver content and limiting the legal tender 
of these coins to $5, the object of the law being to develop 
a subsidiary currency. It was this law, according to Dr. 
Laughlin which really established the gold standard, and 
not the later law of 1873. 


1873—On February 12 the famous Coinage Act of 1873 
was approved. The bill, according to Laughlin and other 
writers on American financial history, was designed purely 
to straighten out the existing coinage system. One of the 
provisions of the Act was to discontinue the coinage of 
the standard silver dollar, for which was substituted, at 
the instance of the silver mining interests, a trade dollar 
for use in Oriental commerce. This trade dollar was de- 
scribed in the committee report on the bill as follows: 

“The coinage of the silver dollar piece . . . is discon- 
tinued in the proposed bill. It is by law the dollar unit, 
and, assuraing the value of gold to be fifteen and a half 
times that of silver, being about the mean ratio for the 
past six years, is worth in gold a premium of about 3 per 
cent (its value being $1.0312), and intrinsically more than 


7 per cent premium in other silver coins, gold-dollar unit 
and a silver-dollar unit, differing from each other in in- 
trinsic value. The present gold dollar piece is made the 
dollar unit in the proposed bill, and the silver dollar 
piece is discontinued. If, however, such a coin is 
authorized, it should be issued only as a commercial dol- 
lar, not as a standard unit of account, and of the exact 
value of the Mexican dollar, which is the favorite for cir- 
culation in China and Japan and other Oriental countries.” 
—(Sen. Mis. Doc. No. 132, 2d session, 41st Congress, p. 
11.) 

The Act of 1873 did, however, declare the gold dollar 
of 25.8 grains to be the unit of value and this provision, 
together with the abolition of the standard silver dollar, 
led in later years to violent criticism of the bill by ad- 
vocates of bimetallism and caused them to designate the 
bill as “The Crime of ’73.” Charges that the bill was 
surreptitioned passed by the banking interests were denied 
and Laughlin and other historians take the position that 
the Act of 1873 was not responsible for the fall in the 
price of silver in 1876, which they maintain, was caused 
by the European turn toward a gold standard following 
tne International Monetary Conference of 1867, when 
Prussia took the lead, followed by France, Belgium and 
England. 

The Act of 1873 was followed by a fight for bimeta'tism 
in America which continued for 20 years. 

1878—Following fall in silver prices in 1876, the Bland- 
Allison Act was passed by Congress. This act provided 
for the purchase by the Treasury of not less than 2 and 
not more than 4 million dollars worth of silver bullion to 
be coined into dollars each containing 37114 grains of pure 
silver (or 412% grains of standard silver), these dollars 
to be legal tender. 

1886—In order to aid in circulating the large store of 
silver dollars Conugress passed an act, approved August 
4, providing for the issue of $1 and $2 silver certificates. 

1 July 14 Congress passed the Sherman Act, 
which repealed the Bland-A!lison Act. The Sherman Act 
directed the Secretary of the Treasury to buy 4,500,000 
ounces of silver per month to be paid with Treasury 
notes. These notes were legal tender redeemable in gold 
coin or in silver dollars coined from the bullion purchased. 

The subsequent drain on the gold reserves of the 
Treasury and the general inflation brought on the panic 
of 1893, in the opinion of most financial historians. 

894—The Bland-Allison Act was repealed. The 
populist Party began to grow strong, one of its chief de- 
mands being for the establishment of bimetallism with 
the free and unlimited coinage of silver at the ratio of 
16 to 1. The western and southern states were the sec- 
tions in which Populism received most of its support. 


In the Democratic convention of 1896 William Jennings 
Bryan, who had advocated the free coinage of ilver as 
a member of the House, successfully led a fight for 
Democratic espousal of this cause. 

The country was suffering from an economic depression 
which was felt most heavily in the west, Bryan’s famous 
speech in the Democratic National Convention was a direct 
attack on the gold standard, which he held responsibie for 
the depression. In conclusion referring to the advocates 
of the gold standard, he said: 

“We will answer their demand for a gold standard | 
saying to them: You shall not press down upon the brow 
of labor this crown of thorns. You shall not crucify 
mankind upon this cross of gold.” 


4 268 > 








This speech stampeded the convention and won for 

Bryan the nomination. The Populists supported him. 
The Republican party nominated William McKinley, a 

member of the House of Representatives from Ohio. 

The Campaign of 1896 is considered by students of 
American poditics to be one of the most stirring cam- 
paigns in history. The East and middle West voted 
Republican against the South and West. McKinley was 
elected. 

1900—On March 14 Congress passed an Act which de- 
clared that the dollar, consisting of 25.8 gold, 900 fine, 
“shall be the standard unit of value” and made it the duty 
of the Secretary of the Treasury to maintain all forms 
of money issued or coined by the United States at a parity 
of value (equality of purchasing power) with this stand- 
ard. 

The Democratic party again nominated Bryan and again 
made the free coinage of silver its principal issue. Mc- 
Kinley was renominated by the Republicans. The country 
had regained prosperity and McKinley was reelected by 
an increased majority. 

1918—The Pittman Act was passed by Congress pro- 
viding that the Secretary of the Treasury be authorized 
to sell the England silver dollars, up to a maximum of 
$300,000,000, to be melted into bullion and reminted into 
Indian coins for use in India. The Pittman act provided 
that these silver dollars should be replaced by American 
silver bullion to be purchased by the Treasury at not less 
than $1 an ounce. The act was never fully carried out, 
owing to the drop in the market rate of silver to 60 cents 
an ounce, 

1930—A fter attaining a high price following the World 
War, silver suffered a severe drop. And the advocates of 
bimetallism as well as silver producers took the position 
that the fall of silver had much to do with the economic 
depression. 

On June 2 the Senate adopted S. Res. 256 introduced 
by Senator Pittman, Nev. D., authorizing the Senate 
Committee on Foreign Relations or a sub-committee there 
of to make a study of the commercial relations of the 
United States and other governments with the Republic 
of China and of conditions that may effect the commerce 
and trade of America with China. 

On June 11 Senator Borah, Id., R., chairman of the 
Committee on Foreign Relations appointed as members 
of the subcommittee, Senators Pittman, Chairman, John- 
son, Calif., R., Swanson, Va., D., Vanderburg, Mich., R., 
and Shipstead, Minn., F. L. 

On August 6 the subcommittee began hearings in 
Washington and subsequently held hearings in various 
sections of the country, particularly in the west. 

1931—On February 4 the Pittman subcommittee con- 
cluded its hearings in Washington. 

On February 11 the subcommittee filed an interim re- 
port with the Committee on Foreign Relations accom- 
panied by S. Res. 442. 

On February 20 the Senate Committee on Foreign Re- 
lations reported S. Res. 442 (Report no. 1716, 71st Cong. 
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2nd sess.). This resolution provided for the submission to 
the President of the report of an investigation of a sub- 
committee of the Foreign Relations into American trade 
with China, with the suggestion that the President (1) 
enter into a discussion with governments looking to the 
suspension of policies of melting up or debasing silver 
coins and (2) that the President call an international con- 
ference “to the end that agreements or understandings 
may be obtained with respect to the uses and status of 
silver as money.” This resolution was immediately con- 
sidered by the Senate and passed. 

After the adjournment of Congress on March 4, Sena- 
tors from the silver producing states of the west con- 
tinued to urge the calling of an international conference 
on silver. 

On March 7 Ogden Mills, Undersecretary of the Treas- 
ury, in reply to a letter from Senator McNary, Oreg., R., 
wrote a letter stating that in his opinion price fixing as 
applied to silver would be as ineffective as price fixing 
applied to any other commodity. (See Pro and Con). 

At its Sixth General Conference May 4-9, the Inter- 
national Chamber of Commerce adopted resolutions favor- 
ing an international conference on silver. 

On June 2, President Hoover sent to Senator Smoot, 
Utah, R., the following telegram regarding the calling of 
an international silver conference as suggested by Senate 
Resolution 442: 

“T am now able to inform you that informal discussions 
among nations, some of whose participation is vitally 
necessary, develop the fact that they do not consider this 
a proper time to call an international conference on silver 
and would op»ose holding such a conference now.” 

Senators P:ttman and Oddie, Nev., R., visited China 
in the summe: and upon their return continued to press 
for action on the silver question. They were joined by 
Senators Smoot, Borah, King and other western Senators. 

In the meantime Great Britain went off the gold stand- 
ard, followed by the Scandinavian countries. 

In September arrangements were made for a visit to 
President Hoover of Prime Minister Pierre Laval of 
France to discuss general international financial and 
economic questions. This came as the result of the Hoover 
Moratorium Plan. 

An Associated Press Dispatch of October 18 from the 
Isle de France, on which Prime Minister Laval sailed for 
the United States, stated that one of the principal topics 
of discussion at the White House beginning on October 
22, would be the gold question and that an attempt would 
be made to reach a cooperative agreement to include 
united efforts by the United States and France to main- 
tain gold as a basis of all international systems of ex- 
change in preference to bimetallism and the establishment 
of a method for the movement of gold between the two 
countries. 

The press reports ef the Hoover-Laval conference 
should be followed for information as to its developments. 
A report of its results will be contained in the December 
number of the Digest, which will be devoted to the Ameri- 
can Banking Problem. 

















































































































Should the Price of Silver Be 


q?P?20 


‘i U. S. Senator Oddie 


ILVER is a world problem since it affects directly 

the purchasing power of more than half of its total 
population, and indirectly reduces substantially the indus- 
try and trade of the remaining half. 

I conducted investigations of the silver question in 
China this summer and discussed the silver problem with 
many of the leading officials, bankers, business men and 
economists of that country. I found a strong sentiment 
among many of those whom I interviewed in favor of 
stabilizing silver at its present low price level. This 
would be disastrous to the monetary use of silver as well 
as to the silver producers. 

Obviously, the price of silver, through increasing mone- 
tary demands, should be brought back to more norma’ 
price levels before stabilization can be considered. In no 
other way can its production be sustained on a com- 
mercially profitable basis in amounts sufficient to satisfy 
increasing monetary requirements. Furthermore, there is 
no other way to restore the purchasing power of over half 
of the world’s population, upon which a return to normal 
industry and trade is dependent. 

Many countries could render great assistance in im- 
proving the status of silver by declaring no further sales 
from Government resetves and by minting and reminting 
silver coin of high fineness. 

Since gold is now carrying so heavy a burden of the 
world’s credit and must be called upon to carry more, and 
since the gold standard in a number of countries is under 
severe pressure, much improvement in the general world 
economic situation would result from a larger supple- 
mental monetary use of silver. 

An economic conference with representatives of the 
principal countries participating, could accomplish much 
in outlining fundamental policies for the improvement of 
the position of silver—E-xtracts, see 6, p. 288. 


O 
by UL. S. Senator Pittman 


HAVE just made an extensive survey of conditions in 
China by direction of a resolution of the United States 
Senate. I found Shanghai, Hongkong, Tientsin, in fact 
all the great cities of China, prosperous. I saw plenty of 
money, silver money, because that is all they have. Most 
transactions are done on a cash basis, or upon a system 
equivalent to a cash basis. I heard nothing of unem- 
ployment-or of poverty in these cities. So such are not 
the causes for the loss of our export markets in China. 
What then is the cause? It is the difference in the 
value that we place upon our gold standard money and 
on their silver standard money. The Chinese accept their 


own silver dollar in payment for their wages and products 
at its face value. We will accept such Chinese silver dol- 
lar at its intrinsic value only; that is, the value of the 
silver contents of the dollar at the world’s market price 
for silver. 

We value the Chinese silver dollar in payment for our 
exports, at present when silver is 28 cents an ounce, at 
only 22 cents in our money. We fix our price on our 
goods exported to China payable in our money. The 
Chinese to buy our goods must first exchange their money 
for our money, because our goods are paid for in our 
money. By reason of the low price of silver the Chinese 
have to exchange at present four and one-half of their 
dollars for one dollar of our money. 

Only two years ago when silver was at the normal price 
of arounc 65 cents an ounce—I say normal because it had 
ranged there for many years—the Chinese were required 
to exchange only two of their dollars for one of ours. They 
say we have increased the price on our products to them 
two and one-half times in two years. They won’t stand 
the rise. They are buying from us only those things 
which necessity requires. They will soon cease to buy 
any of our products. They can not be blamed, for they 
can not afford to purchase our exports. 


Even now most of the buying they do is at home. Not 
being able to purchase from gold standard countries like 
ours, they are preparing to supply all of their own needs. 
Thousands of additional acres of wheat, cotton and tobac- 
co are being planted in China, and gold is flowing in to 
build flour mills and factories. This accounts for the pros- 
perity in the big cities of China. 

These same conditions apply to a great extent to our 
exports to all silver money using countries. These coun- 
tries, whether nominally on the gold standard won't 
be there long, constitute ninety per cent of the nations of 
the world and over half of its population. 

Our difficulties have been greatly enhanced by Great 
Britain, India and other countries going off the gold 
standard. The British pound sterling, since such action 
was taken, has depreciated in value, so that the Chinese 
and other silver money using people are required to ex- 
change less of their money for a pound sterling than they 
were required to part with before its depreciation in value. 
By reason of such depreciation Chinese and other silver 
using peoples may buy products in Great Britain now for 
a fuurth less than they can buy the same products from 
the United States. As the pound sterling falls in vaiue 
these silver money using people can buy in Great Britain, 
and in other countries whose money has been depreciated 
by going off the gold standard, proportionately more for 
their money. 

Great Britain is depreciating the standard of value of 
her money nearer to the standard of value of silver money 
as fixed by gold standard governments for exchange pur- 


Continued on page 272 
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Regulated by Government Action? 
i 


by Philip Snowden 


HE total of demonetized silver sold by governments 

during three years—1927, 1928 and 1929—is esti- 
mated to average about 45 million ounces per annum. 
While these sales of course have contributed to the fall 
in the price of silver, it appears to be mainly due to the 
general fall in the price of commodities measured in gold, 
to political conditions in China and to the absence of any 
diminution in the production of the mines, which increased 
continuously from 173 million ounces in 1920 to 262 mil- 
lion ounces in 1929, or by over 50 per cent. 

While the Governments would, no doubt, be prepared 
to consider any practical proposals for taking their stocks 
of redundant silver off their hands, I see no justification 
whatever for expecting them to maintain useless stocks of 
silver in the interests of new production, and there is no 
reason why His Majesty’s Government, who are not prim- 
arily concerned, should put forward any such suggestion. 

In any case, for the reasons already given, any restric- 
tion of sales would only be in the nature of a temporary 
palliative and no permanent improvement in the position is 
likely to be attained except by much wider measures.— 
Extracts, see 4, p. 288. 


O 


by Ogden L. Mills 


E rapid decline of silver prices to the now prevail- 
ing low record level is to be accounted for chiefly by 
reference to the following major factors: 

1. World-wide depression, accompanied by general de- 
cline in commodity prices. 2. Sale of silver by govern- 
ments, more particularly the Indian Government. 3. The 
effect of the large silver holdings of the Indian Govern- 
ment which overhang the market as a potential source of 
increase in supplies already burdensome. 4. Maintenance 
of production at a high level. 

It has been suggested that the price of silver could be 
restored by prevailing upon European countries who have 
debased the silver coinage to restore it to its former 
standard, and by having the United States contribute to 
the extent of agreeing to absorb the balance of the present 
oversupply of silver. 


In so far as the first suggestion is concerned the Treas- 
ury does not have complete information as to the amount 
by which the monetary demand for silver would be in- 
creased were the standard of fineness which obtained prior 
to the war to be readopted where downward revisions have 
been made. It seems clear, however, that the requirements 
of Belgium, France, Germany, Italy, the United States 
and England for coinage purposes, even before the lower- 


4 271) 





ing of the standard of fineness in some of these countries, 
was less than 25,000,000 ounces a year. 

In so far as the second suggestion is concerned, the 
proposal is identical with the efforts made to maintain the 
prices of commodities by withholding surpluses from the 
market either by means of agreement or through Govern- 
ment financing. I do not know of any instance where this 
has been done successfully, while the attempts which have 
been made in the various parts of the world are unques- 
tionably factors contributing to the present business de- 
pression. 

One of the reasons advanced for raising and stabilizing 
the price of silver is that the purchasing power of China 
would thereby be increased. In this connection I should 
like to point out that it is not so much the level of the 
price of silver which is significant in China as its stability. 
China’s purchasing power in world markets is determined 
not by the value of her silver holdings, but by the value 
of those raw materials, manufactures and services which 
she has to offer to foreign purchasers. These do not in- 
clude silver to an important degree. In fact, China is 
customarily an importer and not an exporter of silver— 
Extracts, see 2, p. 288. 


O 


by Sir James Arthur Salter 


HERE have been several individual schemes, care- 

fully prepared and widely circulated of which the gen- 
eral object is to improve the position of silver by agree- 
ments as to a conditional restriction of sales of silver by 
governments, or on an extension of its use for currency 
purposes. The general characteristic of such schemes is 
that they aim at an increase in the value of silver, not 
merely at stability ; and at securing a price for silver which 
is high enough to enable silver mines to work at a profit 
or without a loss. If successful, therefore, the process of 
silver mine closing which has begun, would be reduced, 
arrested or reversed. 

Silver production, therefore, would be greater than it 
would otherwise be. Surely the effect would be to raise 
prices for the period of the stoppage of sales on the mar- 
ket; to make production greater than it would otherwise 
have been; consequently to cause an increase in stocks, 


. which would again, as it became visible, depress the price ; 


and which would then lead to the termination of the 
agreement, which in its turn, in view of the increased 
stocks, might catise a serious break, unless the normal 
and permanent demand had risen substantially in the 

meantime. 
Secondly, it has sometimes been suggested that a silver 
loan should be made to China. If the silver lent were 
Continued on page 273 
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Pittman Cont'd 


poses. This obviously gives Great Britain an advantage 
over us in trade with China and other silver money stand- 
ard countries. We can not afford in existing conditions 
to go off the gold standard. We can not afford now to 
depreciate our money. We can not meet Great Britain 
in any such competition. 

Such course, in my opinion, at this time is not necessary. 
Instead of depreciating our money we should appreciate 
the value of silver money for exchange purposes. That is, 
we should aid in raising the price of silver to a nearer 
parity with the price of gold, so that there will not be 
such a large difference in the exchange value between 
gold standard money and silver standard money. This 
would in no way threaten our gold standard but it would 
increase our exports by enabling such silver standard coun- 
tries to purchase our exports by reason of the increased 
purchasing power of their money. 

The United States was on the gold standard in 1919, 
and yet the market price of silver at that time went as 
high as $1.38 an ounce and ranged between $1.00 and 
$1.38 an ounce. That did not injure our gold standard 
but it did increase our exports greatly to China and other 
silver money using countries. Of course such high price 
of silver resulted in the expansion of the purchasing power 
of silver money using countries when such money was 
used for purchases in gold standard countries. To such 
an extent it constituted an inflation of the money of the 
world. It resulted in cheaper money and higher prices 
for commodities. That is what is necessary now. It is 
the only way to increase commodity prices. 


The price of silver and the purchasing power of silver 
money was artificially beaten down by antagonistic laws, 
and the price of the metal and the purchasing power of 
silver money can be restored by laws enacted in con- 
formity with an international agreement. 

The deplorable condition of silver and silver money 
might be remedied through the action even of a few gov- 
ernments, but the complete restoration of the purchasing 
power of silver requires an international agreement. Such 
an agreement should be formulated at an official interna- 
tional conference for submission to the various govern- 
ments participating, for their ratification and adoption. 


The United States Senate in February, 1931, unamious- 
ly adopted a resolution offered by me on behalf of our 
subcommittee, requesting the President to call an interna- 
tional conference for the purpose of obtaining an agree- 
ment to abandon or to suspend the policy and practice of 
governments in debasing and melting up silver coins, and 
disposing of, the metal upon the markets of the world as 
bullion, and, further, for the purpose of agreeing, if possi- 
ble, upon the future status and uses of silver as money. 
It will be observed that the resolution carries no intimation 
of abandonment of the gold standard or the adoption of 
bimetallism. 


Many plans have been suggested looking to the restora- 
tion of the purchasing power of silver. Some favor the 
stabilization of silver at various prices between 50 cents 
and $1.29 an ounce. Others demand that the stabilized 
silver coins should be legal tender; while oti.ers go still 
further and insist upon bimetallism. 


These discussions are futile until some official, author- 
ized internationa! conference has the responsibility and 
power of considering and passing upon the questions in- 
volved. Such a conference would undoubtedly agree upon 
the abandonment or suspension of the policy and practice 
of melting up silver coins and disposing of the metal as 
bullion upon the markets of the world, for this was the 
sole cause of the sudden and extreme depression in the 
price of silver. An agreement as to the future status of 
the use of silver would admittedly be more difficult and 
require longer consideration. 

If however, the first purpose only, as suggested by the 
Senate Resolution, were accomplished, then the cause of 
the depression in silver being removed, it would return to 
its normal price, around 60 cents an ounce, at which price 
our trade flourished with China and other silver using 
countries. It might rise above the price as world produc- 
tion of silver has decreased in the last two years. The 
monthly production of silver in 1931 to date has been less 
than in 1913. Such price, of course, is below the natural 
parity price of gold and silver and would not be considered 
entirely fair to silver using countries. 

The Senate Resolution was indorsed by legislative acts 
of eleven States. The depressing of the world’s trade 
and commerce by reason of the low price of silver was 
recognized by the United States Chamber of Commerce, 
which referred the matter to the International Chamber 
of Commerce, with a request that that body take action. 
The International Chamber of Commerce, composed of 
representatives of the United States, Great Britain, France, 
and other leading countries, unanimously adopted a resolu- 
tion, stating that an international silver conference should 
be held this year. The calling of such a conference has 
been indorsed by the American Federation of Labor, the 
Pacific Foreign Trade Council, the United States Chamber 
of Commerce in China, and numerous civic bodies.— 
Extracts, see 1, p. 288. 


O 


by U. S. Senator Borah 


TTENTION has been called many times in recent 
years by students upon this subject and by the report 
of what is known as the Gold Committee, which met in 
Europe last Summer, to the fact that the volume of gold 
is not sufficient with which to do the business of the world. 
The monetary stock of gold is something near $10,000,- 
000,000. Of this amount, about 65 per cent is controlled 
by the United States and France. These two nations have 
a population of about 170,000,000. The world has a 
population of 1,930,000,000. Thus, 1,760,000,000, that is, 
the population of the world leaving out the United States 
and France, has less than $4,000,000,000 of gold with 
which to carry on business. In other words, something 
like 20 to 21 cents per capital for 90 per cent of the 
world’s population. The Oriental countries, with a popu- 
lation of nearly 1,000,000,000. not only would use silver 
but greatly desire to use silver. Nothing but governmental 
interference can prevent them from using silver. 


Governments can by legislative act establish the gold 
Continued on page 274 
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drawn from a reserve which is not at present being used, 
and if this silver were used by China in order to buy from 
abroad requiring payment in a gold standard currency, 
would the normal effect of such an operation be to increase 
or even to maintain the present level of silver prices? 

In the third place it has sometimes been urged that the 
adoption of bimetallism by the world would be a solu- 
tion. Bimetallism would, doubtless indeed reinstate sil- 
ver, but wou’, or should, the world change its monetary 
system for this purpose? Would it not even prejudice 
such case as there may be for a bimetallist system if the 
proposal for it emanated from a conference called, not 
for the purpose of examining the world’s currency system, 
but for the avowed purpose of improving the value of 
silver? 

A conference that fails is much more than a merely 
negative result. It diverts the limited forces available for 
international agreement from objects which might be more 
useful; and in particular in a matter where the value of 
a commodity or a currency metal is concerned, it might 
well, by raising hopes and then disappointing them, in- 
crease fluctuations in value without an improvement in 
the value itself. 

Silver might hold its value if its industrial uses could 
be extended ; if the world as a whole, or particular coun- 
tries, should decide that it is worth their while to use more 
silver for currency purposes, but for the sake of the cur- 
rency, not of silver; or if the general recovery of world 
trade increased the exports of silver-using and silver im- 
porting countries.—E-xtracts, see 3, p. 288. 


O 


by Dr. W. H. Coates 


T is hopeless to expect the great industrial nations of 

the world to abandon the Gold Standard and to go 
back to all the difficulties and inconveniences of a bimetallic 
standard. It would also appear over optimistic to expect 
that those countries which have surplus demonetised silver 
for sale will agree by any international convention to hold 
it off the market. It is also extremely doubtful whether 
any unity of decision can be expected of silver producers 
in regard to the continual tendency to expand the produc- 
tion of silver. Silver is becoming more and more a by- 
product in the production of other metals and, as is always 
the case with by-products, its value tends to fall. Faced 
with these conditions, it seems to be open to China only 
to adopt one or the other or both of two courses. The 
first is one she is already following, that is, of endeavoring 
to establish law and order throughout the whole of her 


country, so leading to a more peaceful state of trade and a 


wider measure of prosperity. The other is the adoption 
as early as possible of the recommendations of the Kem- 
merer Commission for the establishment of the Gold 
Standard. Jt is in this direction that I think most help can 
be given to China through international action. It must 
be recognized that the difficulties of introducing the Gold 
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Standard in China, especially in the present state of the 
country’s finances are exceedingly great. International 
support will be needed but only in that way will, I suggest, 
this great problem of the monetary resources of a large 
part of the human race be satisfactorily solved. 

The Kemmerer Commission was strongly of the opinion 
that the gold standard would supersede the silver standard 
in China because China’s foreign trade is almost entirely 
with gold standard countries and also China’s public debt 
is largely a gold standard debt and is likely to be increas- 
ingly so for many years to come. 

The Commission recommended a gold exchange stand- 
ard for China which would retain the use of silver coins, 
would not introduce any gold coinage, and one which 
could be brought into operation by installments. The new 
unit of coinage was to be called a “sun,” consisting of 
60.1866 centigrammes of pure gold, equivalent to 40 
American cents and also equivalent in value to the gold 
value of the Sun Yat-Sen dollar at the date of the report, 
namely, 24th October, 1929. The main coin was to be 
the silver sun weighing 20 grammes with a fineness of 800, 
i. e. a fine silver content of 16 grammes. 

On this base, the Kemmerer Commission was of the 
opinion that to shift from the present silver unit to a gold 
unit of approximately the same value would involve little, 
if any, disturbance to prices, wages and relations between 
debtors and creditors. The change to a gold yardstick 
of value instead of a silver would avoid the rise of prices 
in China which is certain to take place so long as China 
remains on the silver standard and the gold value of silver 
continues to decline. The Commission said that the use 
of the gold standard would stimulate the development of 
China’s foreign trade, encourage the opening of new mar- 
kets for her products, improve her credit abroad and in- 
crease the investment of foreign capital in the country. 
In doing these things it would tend to bring the Chinese 
price level into cluser harmony with the price level of the 
rest of the world. 

The Chinese would need an initial sum for inaugurating 
the gold standard system under conditions which would 
inspire public confidence and the Kemmerer Commission 
thought that an additional gold standard loan of from 
two to three million pounds sterling would be sufficient 
if accompanied by an equivalent gold credit to be drawn 
upon in cases of emergency. 


The Government’s profit on the seigniorage of the new 
silver sun would, the Commission, thought, in a short 
time be more than ample to build up and maintain an 
adequate gold standard reserve fund. 

The projects for the reform of Chinese currency have 
now been under discussion for over a quarter of a cen- 
tury. Through them runs the general conclusion that the 
eventual adoption of the gold standard is absolutely cer- 
tain. Projects directed to the improvement of the silver 
standard or to the stabilization of the value of silver are 
merely attempts to set back the clock and are, in my view, 
clearly condemned to failure—E-xtracts, see 18, p. 288. 
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standard and declare and make effective that gold shall 
be legal tender for domestic and foreign debts. But gov- 
ernments can not by legislative act obtain gold with which 
these peoples may do business. It is a well-known fact 
that during the last few years governments have declared 
for the gold standard but have been compelled to use 
silver as the money with which they purchased products 
and paid debts. ‘ 


The decline in the market price of silver within the 
last two years is now very generally recognized, among 
those who discuss this subject, as one of the prime factors 
producing and prolonging the present industrial depres- 
sion. Since more than one-half of the human family has 
always conducted, and must necessarily continued to con- 
duct its business affairs upon a silver basis, whatever their 
pretentions to the contrary may be, it must necessarily 
follow that a fall of more than 50 per cent in the gold 
value of silver not only lowers their purchasing power, 

‘ but it increases the burden of their indebtedness more than 
double. Hence, purchases decline while obligations in- 
crease and multiply. The deplorable consequences of such 
a condition at home aud its effects sbroad are palpably 
obvious. 


It has been urged in some quarters that this is simply 
another effort to revive the old question of the remoneti- 
zation of silver at ratio of 16 to 1. Some have declared 
that it is a fight in behalf of the silver miners of the West. 
This charge is based either upon malice or ignorance. The 
silver problem is recognized as a phase of the economic 
problem. There is no thought of acting other than 
through international understanding and to the end that 
silver may take up the service which it has performed for 
all these centuries for countless millions of people and to 
the end that the people of the Orient may be permitted 
to use it as they were wont to use it before the short- 
sighted or selfish interests interposed to embarrass that 
use. 

The silver problem is one which requires governmental 
action. It cannot be solved or settled by resolutions or 
through the action of the citizens. Governments must deal 
with it. And it is somewhat difficult to understand the 
delay. 


This theory of cycles and mysterious and uncontrollable 
forces with reference to periods of depression must be left 
to the highly trained and rarely gifted minds to develop 
and to play with. The ordinary intellect must still deal 
with cause and effect. To our way of thinking, you can 
not destroy through war millions of men, billions of 
property values, uproot and demoralize the machinery of 
trade and commerce throughout three continents, lower 
the mora! standards and cloud the spiritual life of prac- 
tically.all people and escape the hour or retribution. 
Secondly you can not engage in an extended orgy of in- 
flation and speculation without drawing money from the 
channels of legitimate business and legitimate improve- 
ments without the effect of such course being visited upon 
the great mass of the people. 


Neither can you by the act of governments destroy by 
half the purchasing power of nearly 6ne-half the human 
family without the whole of the human family feeling its 
stupendous and crushing effect. If you increase the debts 


of these millions by half and reduce the purchasing power 
by half, you have conceived and put into execution the 
most brutal and cruel system for impoverishment, for the 
spread of hu::cer and want and disease that it is possible 
to conceive af of war itself. The return to pros- 
perity is going to be slow because you can not restore the 
purchasing power as speedily as you can take it away. 
But the restoration of silver to its rightful place in the 
financial and economic affairs of the world is one step in 
the direction of restoring that purchasing power to nearly 
one-half the human family.—E-tracts, see 5, p. 288. 
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by U. S. Senator King 


OTWITHSTANDING the vociferous cries of some 

that the United States must have no commercial con- 
tacts with other countries, but must be self-contained, the 
lesson is now being driven home that we are a part of the 
world and must find markets beyond our boundaries if in- 
dustries are to revive and prosperity be enjoyed. If the 
gold standard nations persist in their policy of destroying 
silver and irrevocably fastening the gold standard upon 
the world, other nations may follow the example of 
Mexico and demonetize gold, and still others will pursue 
the course adopted by Great Britain and other European 
countries and abandon the gold standard. Indeed, a state- 
ment appearing in a recent issue of the Statist, a London 
financial paper of influence, is little less than a threat that 
the demonetization of gold may prove epidemic. The 
Statist declares that “it requires no very great imagination 
to forsee the time in the near future when an exasperated 
Europe will demonetize gold and throw upon the United 
States its gold stocks to add to the redundant gold stocks 
of the Federal Reserve System.” 

Calliedx, former French premier, within the past few 
days has declared that the gold standard will not work; 
that the gold supply of the world is but a pin-point of a 
pyramid upon which rests the currencies and credits of the 
world. 

Financiers and political economists of our own country 
are aroused over the evils wrought by the gold standard 
and the dangers which menace our social and economic 
structure. The relief suggested by the gold monometalists 
does not contemplate strengthening the gold base by add- 
ing silver thereto or by giving to silver a monetary status. 
Many of them, who are unwilling to employ silver to re- 
lieve the strain and tension upon gold, or to give to it any 
monetary status, see no impropriety in issuing still more 
credit paper money, ostensibly resting upon the gold base, 
though because of the scarcity of gold no such base can be 
said to exist. They adhere to the fallacious view that 
gold is stable in value and is subject to no fluctuations, re- 
gardless of the fact that many economists declare that it 
has increased in value, measured by human toil and com- 
modities, more than 100 per cent during the past few 
years. 

One of the leading bankers of Great Britain, in a recent 
letter to me, states that: 

Continued on page 276 
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by J. Parker Willis 


ILVER has been no more unstable than other metals. 

Contrary to current superstition, it had, up to about 
1916, been for nearly a generation more stable than gold. 
Today, a price of twenty-seven cents is not much farther 
below a pre-war price of fifty cents or a little more, than 
the price of several of the non-ferrous metals is below 
their pre-war values. Silver has had many disturbing 
experiences during and since the War, and none was more 
unsettling than the throwing of our own great hoard upon 
the market, only to have it thrown back again when the 
War was over and the temporary demand has ceased. 
During the past five or six years, the production cf silver 
has not varied a great deal. The variation has not been 
10 per cent, and fr .n year to year seldom over 3 per 
cent. This is in spite of the strongly disturbing effect of 
American-government policy in buying some 200,000,000 
ounces at the artificial price of $1.25 per ounce between 
1920 and 1923, with consequent stimulation of output. 


If there has been no overproduction in the ordinary 
sense of that term, and if prices (although fluctuating 
widely) have not gone to much greater extremes than 
were attained by other articles of common use, the ques- 
tion of what has disturbed the value of silver just at this 
time, and in no spectacular a way, remains. The answer 
is found in two sets of conditions. During the War the 
United States Treasury gave up 300,000,000 ounces, or 
one-fifth more than a year’s normal production, for Indian 
use. Great Britain paid for the silver; but of course did 
not return the metal itself. We bought new silver, some 
years later—the product of our own mines—at a time 
when otherwise many of these mines would not have been 
fully worked, owing to the lower post-war price which 
silver would ordinarily have commanded. When war 
conditions no longer existed, India ceased to feel the ex- 
traordinary impetus to hoard, nor was her balance of 
trade so favorable as during the War. She accordingly 
began to give up silver, relatively speaking, and would 
have done so in any case. In addition, Indian nationalism 
was calling for a new arrangement as to monetary stand- 
ards and central banking. Plans for a central bank were 
set on foot as early as 1926, and at the same time steps 
toward the introduction of a gold standard were ordered. 
Nevertheless, during 1930, reliable estimates show that 
India absorbed 94,500,000 ounces, or about 13,000,000 
ounces more than in 1929. Chinas lessened demand prob- 
ably offset India’s increase, leaving the net consumptive 
demand of the Orient practically stable. 


Consider the actual facts in the situation. Goods have 
been enormously increased in quantity and decreased in 
cost in those countries where machine production has been 
widely developed. The natural result has been to render 
gold more costly—that is to say to make goods cheaper in 
gold (fall of prices). But silver is the money of nations 
whose development of machine methods or of mass pro- 
duction is relatively low. China and India have made little 
economic advance in the past ten years. Their costs for 
native goods, as measured in labor and capital, are prob- 
ably higher today than they have ever been. China pro- 
duces less relatively, due to war and civil disturbance; 
while India has been too busy with political agitation to 
give herself whole-heartedly to economic improvement. 
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Both countries have found it unavoidable to give less 
goods than formerly for silver, or in other words, silver 
has fallen in price. 


There is thus nothing peculiar about the status of 
silver ; and therefore no reason to “do” anything about its 
value. Among the proposals recently put forward have 
been the making of a “silver loan” to China, the offer of a 
“plain” or “gold” loan and the establishment of a buying 
agreement by the various governments. As to these sug- 
gestions, it is worth nothing that a “silver loan” seems to 
be a proposal to cure the dog’s bite with a hair of the dog 
himself. The difficulty of China grows out of an overplus 
of silver, not a shortage. She does not need a “silver 
loan.” A gold loan to her, or to any other country would 
doubtless, be welcome; but it would be spent not for 
silver, but for consumable goods. A purchasing agree- 
ment among governments might be so made up as to 
regularize sales and purchases, thus adapting or adjust- 
ing demand to supply and so eliminating “peaks” of 
fluctuation. Yet even here it must be remembered that 
this service of adjustment of equalization is exactly what 
the speculative bullion market does. We may well doubt 
whether government agreements will improve on the 
present situation. 


The world at large is passing through a price-adjust- 
ment revolution. It is a painful, and probably likely to be 
a long drawn-out, process. There is no safe or recognized 
method of price control, nor is one likely in this generation. 
Avoidance of excess production will bring stability sooner 
than any other commodity.—E-tracts, see 17, p. 288. 


Oo 
by Rafas S. Tacker 


MONG the economic doctors who have divulged 
their diagnosis and proclaimed their panaceas for 
the present economic ills of the world one school has 
placed the blame on the fall in the price of silver and has 
asserted that recovery cannot take place until silver is re- 
monetized, or at least stabilized in value. It is not nec- 
essary to enter now into a discussion concerning the merits 
of bimetallism or the existence of a gold shortage, but 
some of the allegations which are being spread abroad by 
silver enthusiasts are so far from the truth that it does 
seem necessary to protect the public by stating a few plain 
facts. 


The recent report of the subcommittee of the Senate 
Committee on Foreign Relations and the resolutions sub- 
mitted favoring an international conference on silver and 
2 silver loan to China form a convenient text for such a 
statement. 


First—It is stated by the committee that the people of 
silver-using countries “embrace over half the population of 
the world and 94 per cent of the nations of the earth.” 
If this is meant to imply that “over half the population of 
the world and 90 per cent of the nations of the earth” are 
on the silver standard, the statement is absolutely false. 
The only countries in the world that are now on a silver 
standard are China (including Hongkong, Mongolia and 
Tibet), Eritrea, Abyssinia and parts of Afghanistan and. 

Continued on page 277 
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“The momentous question that confronts the world to- 
day, following the catastrophic appreciation in the value of 
gold, is the maladjustment between prices, wages and 
debts. Are wages to be adjusted to prices, or prices to 
wages? Are debts to be adjusted to prices, or prices to 
debts? It is difficult to see how chaos is to be avoided un- 
less there is a material adjustment on the side of prices, 
so that business can once again become profitable. By the 
rehabilitation of silver to its time-honored position as a 
money metal a new factor, operating simultaneously at 
various points throughout the world, would be introduced 
into the present critical economic situation, and this should 
prove effective in raising the general level of commodity 
prices.” 

Premier MacDonald recently asked, “Is finance to be 
based upon one certain metal? Is credit to be controlled 
by the supply, demand and distribution of that particular 
metal? Is the policy, theory and practice which we accept 
and express in our coinage to thwart our commercial wel- 
fare?” 

These questions clearly indicate that this distinguished 
statesman recognizes the need of utilizing silver as a part 
of the metallic base of Great Britain. Great Britain as I 
have indicated, was unable with all her resources to main- 
tain the gold standard, and it is obvious that if there shall 
not be an increase in commodity prices and the develop- 
ment of markets for Britain’s products, her economic and 
financial condition will grow progressively : worse. 


But a few days ago an association was formed in Great 
Britain having for its object the restoration of silver to a 
place in the world’s monetary system. Among the in- 
fluential members of the organization are Sir Robert 
Horne, former chancellor of the exchequer, now prominent 
in the banking world, and Mr. Leopold Amery, former 
colonial secretary. Sir Robert Horne declared that the 
use of silver would “bring many benefits to the trade of 
the world, both by mitigating the harsh decline of gold 
prices, which the MacMillan committee declared to be the 
source of most of Britain’s troubles, and by increasing 
the purchasing power of nearly half the people in the 
world, whose stores of value are in silver.” 


The advocates of the gold standard cannot be unaware 
of the fact that its continuance will mean a further de- 
cline in commodity prices and disaster in the economic 
field. If for no other reason, this result is inevitable be- 
cause the production of gold, according to accepted 
authorities, will diminish. All economists concede that 
with the normal increase in population and business there 
must be an addition to the gold base of from 3 to 4 
per cent annually in order to maintain fairly stable prices. 
It is obvious that as gold diminshes in quantity it ap- 
preciates in price or value measured by commodities. The 
gold standard means of course dear money and cheap 
commodities, and a diminishing volume of gold will result 
in declines in property values and increases in the values 
of securities and ail forms of obligations, national, cor- 
porate or individual. It is to the advantage of the creditor 
to maintain the gold standard, because his rewards will be 
greater, each day adds to the value of his security by 
diminishing the value of all co:nmodities, and of course 
ome and service from which the obligation is to be liqui- 

ated. 


But what value will there be to securities if repudiation 
comes, or industry is destroyed and property values are 
lost ? 

Sir Henri Detering, one of the great financial figures 
of the world, has recently declared that the destruction of 
silver value will defeat trade revival. 

He states that so long as gold and silver were in co- 
operation things went well, but that governments, gov- 
erned by theorists and sheltering themselves behind so- 
called money experts, adopted gold as their sole standard 
of value and have ousted silver by paper. Whether paper 
is represented by bankers’ bills or by bank notes, the only 
reason for its value is credit, and credit is the same as 
every other commodity or faculty in that the more there 
is of it the less valuable it becomes. 


The accuracy of this statement is exemplified by the 
credit situation in the United States. Upon the narrow 
base of gold, credits have been extended amounting to 
tens of billions of dollars. These credits, payable in gold, 
cannot be met, and the creditor, through forced sales and 
bankruptcy proceedings is becoming the possessor of real 
and personal property the value of which has shrunk to 
the vanishing point. I commend to those who are oppos- 
ing the restoration of silver the words of a British states- 
man, Earl Balfour, who, in a speech in Parliament in 1892, 
said : 

“* * * Of all acceptable systems of currency that sys- 
tem is assurdely the worst which gives you a standard 
steadily, continuously and definitely appreciating and which 
by that very fact throws the burden upon every man of 
enterprise; upon every man who desires to promote the 
agricultural or the industrial resources of, the country 
and benefits no human being whatever.” 

If silver occupied its proper place in the money systems 
of the world the Orient would purchase from the United 
States and other nations commodities of the value of bil- 
lions of dollars annually; the standard of living of the 
Orientals would be materially improved and their demands 
for commodities from Occidental nations would reach 
enormous proportions. ‘The Oriental nations, if the gold 
standard is persisted in, will be driven to set up their own 
industrial and economic life; forced to the low level cf 
living brought about by the destruction of silver they will 
accommodate themselves to the situation, and will erect 
factories and modern plants and enter into competition 
with the Occidental nations. They will develop scientific 
and technological skill and produce commodities with their 
cheap labor, far below the prices of production in gold 
standard countries; and sooner or later will manufacture 
commodities which Occidental nations produce, and un- 
der-sell them in the markets of the world. The gold 
standard policy will drive the Orient into an economic 
and industrial system of its own, which will be a menace 
to the economic and industrial systems of Occidental na- 
tions. This will result in a real “Yellow-Peril,” not po- 
litical, as indicated by many chauvinistic writers, but one 
which will seriously menace the industrial system of this 
and other nations. The people of the Orient desire: con- 
tacts with the United States and other nations ; they would 
like to buy our surplus products and find markets for com- 
modities which this and other countries desire, but the 
destruction of the monetary qualities and functions of 
silver will create tangible and effective embargoes. E.- 
tracts, see 9, page 288. 
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Arabia. Their combined population is only one-fifth that 
of the world. 


Out of a total of some sixty countries, these five are 
the only ones that have a currency whose value is de- 
pendent on that of silver. Their total trade with the 
United States is less than 3% per cent of all our foreign 
trade. Other countries (like the United States) have 
silver coins, but the value of these coins is determined by 
the legal limitation of their number and, in many cases, 
also by definite provision for their conversion into gold or 
into drafts on a market where gold can be obtained. 


The committee wholly failed to grasp the distinction be- 
tween a standard of value and medium of exchange. They 
stated that in China, Mexico, Central and South America 
India and Asia. 


“The foundation of all commercial transactions, both 
domestic and foreign, must be based upon silver because 
they have silver and little or no gold.” 

Now this is simply not so. Practically all foreign 
trade, even in China, is based upon London or New York 
drafts. As for domestic transactions, they are based on 
the locai currency, and in every one of the regions men- 
tioned, except China, these local currencies have values 
wholly independent of silver. In fact, some of these coun- 
tires, e.g., Brazil and Paraguay, have very little silver 
even as a medium of exchange, being on a depreciated 
paper basis. 

It is obvious that if the money of any country were 
on the silver standard it would have fallen in value during 
the last two years to correspond with the fall in silver. 
In May, 1928, the average price of silver in New York 
was 60.33 cents an ounce. It is now 26 cents—a fall of 
56 per cent. The only currencies in the world that have 
fallen more than 10 per cent in value from their high 
points of 1928 or 1929 to the present time (outside of 
the silver-standard countries mentioned above) are the 
Spanish, Argentine, Paraguayan, Brazilian, Peruvian, 
Uruguayan aad Australian. These countries all have large 
quantities of paper money theoretically redeemable in gold, 
but’ which has not recently been redeemed to such an ex- 
tent as to maintain its parity. The value of the currency, 
therefore, depends mainly on demand and supply, and is 
in no way dependent on the value of silver. Only in 
Spain is there any survival of the silver standard, and 
that is purely theoretical, for the old silver coins circulate 
at a value three times higher than that of the metal they 
contain. 

Second—the Committee stated that the fali in silver had 
cut the purchasing power of silver-using countries in 
half, and thereby reduced seriously our exports to China, 
South America, Mexico and India. 


This is really absurd, as can be readily hoe. In the 


first place, our Commerce Department has recently point- 
ed out that silver fell only 30 per cent in terms of com- 
modity prices in the United States during 1929 and 4930, 
because commodity prices at the same time had fallen 20 
per cent in terms of gold. In the second place, the aver- 
age wholesale price of 147 commodities in Sor 
measured in silver money rose only 12 per cent between 
January, 1929, and November, 1930. Retail prices doubt- 
less rose even less. In the third place, United States ex- 


ports to China, comparing the first eleven months of 1929 
with the first eleven months of 1930, fell off only 27 per 
cent in gold value, which is equivalent to an increase in 
silver value and a loss of only about 20 per cent in quan- 
tity. At the same time our exports to Abyssinia, which 
is a silver country, more than doubled; our exports to 
Eritrea, another silver country, fell off less than 2 per 
cent; while our exports to Germany, South Africa, Italy, 
Hungary, Bulgaria, Rumania and Australia, which are 
gold or paper countries, fell off, respectively, 30, 34, 38, 
41, 44, and 48 per cent. 

As for India, which is said to have suffered so from 
the fall in the value of its silver treasures, our exports to 
India in the first eleven months of 1930 were only 22 per 
cent less in dollar value than in the first eleven months of 
1929, although our total exports to all countries fell off 
26 per cent. Since wholesale commodity prices declined 
in Calcutta and Bombay even more than in the United 
States, the actual quantity of exports to India probably 
declined less than 12 per cent. According to our Depart- 
ment of Commerce, during the first eight months of 1930 
India imported more silver on balance than in the whole 
of 1929, presumably for hoarding. 

A third mistake in the statement of the committee was 
that “cotton textile mills commenced to suffer at the same 
time that silver began to drop.” The fact is that prices of 
stocks of American textile mills have declined since 
December, 1919, and especially since March, 1923, and 
the dividends of New Bedford and Fall River mills have 
declined since 1922 or 1923, while silver reached its post- 
war peak in 1925 

As was recently stated by the National City Bank the 
falling off of trade between Asia and the Western world 
has been the cause of the decline in silver rather than a 
result of it. China has probably suffered more in the fall 
in silk, beans and oil-cake than from the fall in silver, 
since it is by means of these exports that she ordinacily 
pays for her imports. Of course the chief cause of her 
low purchasing power, and the reason she has been export- 
ing silver lately rather than importing it, is the destruc- 
tion caused by her civil wars and high taxes. 


In view of the foregoing, it is obvious that the fall in 
price of silver has had very little to do with our business 
depression. It follows that a fixing or restoring of the 
price of silver would probably not improve our foreign 
trade perceptibly. Higher silver prices would benefit silver 
producers, especially in Mexico. They would benefit some 
Chinese merchants and some Hindus with hoards of silver 
treasure. But if in this country we consider that a fall 
in commodity prices—that is, a rise in the value of money 
—is a calamity, how can we expect to help the Chinese by 
forcing on them a rise in the value of their money? Ac- 
cording to the Kemmerer Commission most Chinese own 
no silver at all, and according to the Bombay banking In- 
quiry Commission most Hindus own very little. Their 
daily incomes, if received in any form of money, are re- 
ceived in copper or other subsidiary coinage, and if small 
silver coins ate included they are mere token money known 
to contain less silver than their actual value as currency. 

The other proposal of the committee—to lend silver to 
China for internal improvements—is incomprehensive. If 
it is to be an actual advance of silver it will not »e of 

Continued om page 279 
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by John Hays Hammond 


T is odd that silver production should come so near 

being an American monopoly. Just as South Africa 
produces the lion’s share of the world’s gold, so No:th 
America yields most of its silver. Mexico yields at present 
some 40 per cent of the world’s output. The United 
States produces an additional 25 per cent. Canada oc- 
cupies third place with 10 per cent. South America ac- 
counts for an additional 10 per cent which leaves but 15 


per cent to be divided among the eastern hemisphere’s . 


four continents. By far the largest silver production of 
these countries is controlled by American mining investors. 


The American dollar is the child of that out-pouring 
of Spanish coin which followed the discovery of America 
and was responsible for the only expansion of activity that 
the centuries have known that is comparable to what has 
been happening during this generation of gold. The major 
Spanish coins of that time, coins which long dominated 
the marts of the world, were the pieces of eight, of which 
so much is heard in pirate stories of earlier days. 


England, not having shared with Spain in the silver of 
the Western world, had no coinage for her colonies, and 
they came to use pieces of eight. When they became in- 
dependent they adopted this piece of eight and called it a 
dollar. 


The very name, “dollar,” is likewise due to the influence 
of silver. Back in the Dark Ages which, by the way, were 
dark largely because there was no medium of exchange 
that would permit development, a landholder in Bohemia 
found a silver mine. He realized that the need of the 
times was a circulating medium so he made his silver into 
coin. The valley where he lived was known as St. 
Joachim’s Dale. After it he named his coin, somewhat 
awkwardly, a Joachimsthaler. Passing on to Germany 
this name was shortened to thaler, which in the low coun- 
tries became a daler and, crossing to England, a dollar. 
England called a piece of eight a dollar and so we got 
both the coin and the term. 


European nations, not content with having demonetized 
silver, recently have heaped other indignities on it. France 
and England have each debased.the silver in their sub- 
sidiary coin—making an alloy with a cheaper and harder 
metal. Each has thus thrust 10 million ounces of silver 
a year on the market. India, finding that her silver was 
depreciating, last year exported 35 million ounces of it 
which went onto a depressed market. Despite these facts 
production held up. When the price goes down silver is 
unable to mark time in production until it revives. Since 
it is a by-product of copper, lead and zinc, it must keep 
on coming forth as long as these metals are produced. 


As though to make the conspiracy for its undoing com- 
plete, silver has sought in vain for a great new industry 
that would consume quantities of it. Copper has been 
glorified by the development of the electrical industry 
which consumes stupendous quantities of it. The auto- 
mobile was a huge stimulant to steel. 


To be sure, silver is vastly important in the production 
of motion picture film and ten million ounces of silver 
every year go into picture making. This helps, but En- 
gland put that much back into the pool last year by chang- 
ing the nature of her subsidiary coin. 


I am not among those who feel sure that gold is ade- 
quate to provide a basis for the circulating media of all 
the world. But for the development of the South African 
Rand from which now comes nearly half of all the gold, 
it would have been impossible for the vaults of even the 
western nations to have been adequately filled. It is be- 
yond question that the production of five billion dollars’ 
worth of gold from this one field has been the energizing 
agent that has made life in this generation what it is. 

Those five billions constitute half the monetary gold of 
the world today. What would have happened to world 
currency systems after the World War if that out-pouring 
of gold had not come? Could nations have gone on a gold 
basis? Could they have experienced the expansion that 
preceded the war, could the war have been fought as it 
was, but for this gold? 


There have been no gold discoveries comparable to 
those in South Africa in the past half century although the 
effort to that end has been a hundredfold what it had ever 
been before. For the past two years I have been con- 
ducting an independent investigation largely through the 
mining engineers who worked with me in Africa and have 
scattered all over the world, in an attempt to estimate the 
future possibilities of gold production. The information 
I have gained warrants no expectation that other fields 
comparable to those of South Africa wili be discovered. 
In my opinion the future will face a steadily ecreasing 
gold output that, with the demands of economic expansion, 
may well become a pinch in a decade or two. 


If this shortage should develop, the existence of a sec- 
ondary monetary metal might prove of importance. Even 
though the gold supply remains adequate, that metal has 
certain defects that unfit it in many vital areas as the sole 
basis of circulation. The Orientals, for example, require 
a currency of intrinsic value that they may adapt it to their 
methods of saving. It must not be of too great value or 
it will be be: ond their reach. 


They do not like the paper money though its value is 
based on gold. They cannot visualize it as treasure and it 
is not adapted to their sort of hoarding even if they could. 


The British have taken steps to prevent the natives 
from hoarding gold and thus draining empire vaults. 
Indian currency is redeemable in gold but only in large 
amounts. If one has $8,000 in paper money he can go 
to the bank and get its equivalent in gold. But not many 
Indians are likely to accumulate as much as $8,000. 


I suggest the advisability of considering the reestablish- 
ment of silver in the money schemes of nations that it may 
take care of such situations as exist in China and India, 
of subsidiary coins for other nations, and at the same 
time widen the foundation on which money systems are 
based and thus increase their firmness. 

This might be accomplished by the remonetization of 
silver on a basis which fits the setup of today and which, 
I may say, should be considered without prejudice attach- 
ing it to monetary doctrines of the past. 

Silver might be given a stable value with relation to 
gold, based on modern needs. For purposes of discussion 
let us consider a hypothetical possible course of action. 

Suppose that the nations, by agreemeni, should set a 
price of 60 cents an ounce on silver. Instead of the old 16 

Continued on page 280 
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much use for internal improvements, since those require 
foreign machinery, foreign material and foreign engineers, 
none of which can be obtained with silver. 

If the silver holdings of the United States Treasury 
are to be made available for China on a loan basis as the 
committee suggests, wherein does this differ from selling 
silver on credit and why would not such a loan lower the 
price of silver just as much as the sales of rupees by the 
Indian Government, against which the committee vigor- 
ously protests ?—E-ttracts, see 8, p. 288. 


O 
by Kenkichi Kagami 


APAN, after many years’ lingering over the question 

of weak and fluctuating currency situation decided on 
a return to the gold standard on the pre-embargo parity 
basis ; no sooner had this courageous decision been put into 
execution, than the world-over depression became more 
pronounced and caught Japan with all its force. The 
deflation which is an unavoidable temporary evil as a re- 
sult of the return to a higher currency, was by itself a 
hard economic problem to be faced but additional fuel of 
much more powerful and ubiquitous character in the form 
of a general depression has played havoc with the economic 


structures of Japan. 


Tt was however, not without a compensating influence 


in an indirect sense. The crisis has opened the eyes of all 
sections of the people, in business or otherwise, to such 
an extent that there is now a consensus of opinion in that 
all should be alive to the necessity of effecting readjust- 
ments, retrenchments, rationalization and of whatever may 
bring about a better order and sounder business founda- 
tion than what for many years since the great war has 
obsessed the mind of the people with the then existing 
situation as an ordinary and everlasting condition. With 
this spirit and determination I hope Japan will be able 
to emerge from the present chaos and to reap the benefit 
of the revival that must come sooner or later in the af- 
fairs of the world. 


Japan’s share of trade with China is, of course, a very 
important item and looked at from an economic point of 
view, Japan is anxious to see that China should have at 
least a sufficiently long term of respite from the disturb- 
ances, peculiarly her own, and should be able to devote her 
activities towards restoration of her peace and prosperity. 
Industrious and intelligent as her people are and with her 
vast resources, potential or otherwise, no one can doubt 
that if properly developed and organized, the China of 
tomorrow will contribute to the cause of the progress and 
prosperity of the world. The most outstanding feature 
that concerns China and all other countries interested in 
her welfare, is the silver problem. All countries except 
China, have dropped silver as a standard currency and it 
is in this wise China alone is concerned in the violent 
fluctuation of silver as reflected in its exchangeable value 
with commodities and her various payments in gold. 

It has been said that the violent fall in the price of 
silver can be traceable to such causes as :— 
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1. The relinquishment of silver as currency in British 
India, French Indo-China and Persia. 

2. The sale of Government-owned silver, as the result 
of such relinquishment. 

3. The difficulty of control of the production of silver 
as a by-product. 

4. The fact that silver, as merchandise, is affected by 
the world-wide decline of prices of commodities. 

5. Last, but not least, the considerable falling-off of 
China’s exports of her produce and prevention of free 
flow of silver into her interior provinces on account of in- 
ternal wars, communist risings, bandits and bridands ob- 


structing means of communications or intercepting goods 
in transit. 


It is true that all these must have been contributing 
factors but none of these causes affords a basis for ex- 
ternal application of a remedy. Of the various measures 
suggested for maintenance of the price of silver, I have 
heard of a proposal for an International Loan to China, 
for a sort of world-wide agreement to restrict the sale to 
China, for asking the Indian Government to hold in abey- 
ance, such disposition of demonetized silver as has been 
done in the past, and still another proposal of raising the 
purity of auxiliary silver coins or adopting a new system of 
mixed reserves of gold and silver. Some of these do not 
appear to provide practical measures for arresting fluctua- 
tions and giving such stability as is demanded while others 
are beyond the plane of practical consideration. 

Like other mineral products, certain schemes, control 
of output or of trust organization might be developed if 
the sole object was to speculate on the rise in expectation 
of the demand eventually reaching the supply, but in as 
much as the silver as a basis ef currency must have a 
stabilized value, any scheme for control of the price of 
silver must be considered in conjunction with what mone- 
tary policy may best be adopted in China. The problem, 
therefore, is both external and internal and it is certainly 
beyond the ability of an individual or an institution or a 
Government body other than of China herself, to formulate 
any plan for the stabilization of silver for currency use 
in China. It is just for this reason that the Japanese 
National Committee of International Chamber of Com- 
merce has taken no initiative in a discussion of this sub- 
ject though Japan has felt, more than any other country, 
serious concern in the fall of the price of silver and the 
consequential blow to her exports to China—E-ztracts, 
see 16, p. 288. 


O 


by Joseph Stagg Lawrence 


ROM the point of view of the silver industry itself, 
what particular claim does it have to the paternal 
béneficence of the state? 

The immediate cause of the silver lament is the drop in 
price. During the past two years silver has declined 49.8 
per cent. That, everyone will concede is a distinctly un- 
palatable experience. However, similar experience of other 
producers ought to give silver some solace. The follow- 
ing table shows that the general commodity price 
Continued om page 281 
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to one this would be on a basis of about 34 to one. It 
should be borne in mind that they long ago established an 
arbitrary value of $20.67 an ounce for gold and have suc- 
cessfully maintained this value. 

Whoever has gold, the nations say, may bring it to the 
treasury and get $20.67 an ounce for it. This as a con- 
sequence is maintained as the world price of gold. 

In the same way a world flat value of 60 cents an ounce 
might be established and maintained for silver. On this 
basis the actual value of a silver dollar would be less than 
30 cents. 

The silver would flow into the treasuries of nations of 
the world. They would issue paper money for its pur- 
chase, thus avoiding any burden on the taxpayers, just as 
they accumulate gold at no cost at all. 


Silver would take its place in all countries as an addi- 
tional circulating medium and its stabilized value would 
greatly promote international trade. An industry woul 
be put on a firm foundation, those currency requirements 
peculiar to silver would be met, and those losses due to its 
debasement would be avoided. 

The world preduction of silver is not overwhelmingly 
great. It runs along about 250 million ounces a year. 
Mining it is a sterner task than is the case with gold, re- 
quiring machinery and heavy investment to wrest it from 
its rock embattlements. The Spanish say “it takes a gold 
mine to run a silver mine.” 

Putting a price of 60 cents an ounce on silver would not 
unduly increase its output. The average price of silver 
through the ages has been more than 60 cents and did not 
call forth large production of the metal. 

The world has produced 14 billion ounces of it while 
it was turning out one billion ounces of gold. Its produc- 
tion has been on a 14 to one basis or less. 

Of the annual production of 250 million ounces, possibly 
200 million ounces, worth 120 million dollars, would be 
presented to the treasuries of nations for purchase. 

If we may judge by the past, 70 per cent of this silver 
would forthwith flow to the Orient. The accumulations 
in the vaults of nations would not be great. That metal 
which did accumulate would have an intrinsic world value 
and would, therefore, lend stability to the currency guar- 
antees of nations. 


Whether or not this hypothetical possibility might be 
made an actuality, beneficial to the world, it seems to me, 
is a question worthy of study.—E-tracts, see 10, p. 288. 


O 


by J. F. Calibreath 


T no other time in history has the status of silver 
occupied so impoitant a position in world-wide dis- 
cussion as at the present time. In the 1896 political cam- 
paign the question of bimetallism was the national ques- 
tion, the consideration of which ran to every corner of this 
country, but other countries were not interested and did 


not consider the matter other than as a national political 
issue. Today the civilized world is everywhere giving 
consideration and thought to the position of silver. Peo- 
ple everywhere are wondering whether the world’s mone- 
tary gold supply of eleven billion dollars is a sufficient base 
for the support of a proper currency medium for all of 
the world’s industrial enterprises. The fall in silver prices 
during the last year reduced by more than one half the 
wealth of more than half the peoples of the world. This 
reduced purchasing power had the immediate effect of 
daming up the flow of goods in world commerce. An 
industrial world equipped to supply the needs of these peo- 
ples found itself unable to stop its operations in time to 
prevent a vast oversupply of goods of every description. 


The Executive Committee of the International Chamber 
of Commerce, at its headquarters in Paris, on February 
20, 1931, recognized the “deplorable effect of the value in 
the price of silver on the economic situation of China, 
and the subsequent reduction of Chinese purchasing power 
at a time when too many other factors are exerting an 
unfavorable influence on international trade, and strongly 
recommends to all governments—to enter into immediate 
conversations with a view to adopting the concerted or 
individual measures which can be taken to master fluctua- 
tion and to maintain silver in the future on as stable a 
level as may be possible.” 


The International Chamber of Commerce at its sixth 
session held in Washington, D. C., reaffirmed the action 
previously taken by its executive committee in the follow- 
ing resolution : 

“The International Chamber of Commerce realizing the 
serious consequences of the present silver situation to the 
economic condition of the world considers the convocation 
during the current year of a conference at which all in- 
terested bodies may be heard, for the purpose of seeking 
a solution to the problem, to be eminently desirable, and 
urges the national committees to bring the matter to the 
attention of their respective governments.” 


For many years the Mining Congress Journal has urged 
editorially: that unless there was a large increase in gold 
production that falling price levels were inevitable. This 
was one oi the arguments used to secure the creatior of 
the Federal Bureau of Mines, which might, through 
scientific research, increase the production of gold. If 
gold is the only basis of money—then the circulating 
medium must bear some relation to the world’s stock of 
gold. What that relation is nobody knows—but the panics 
of 1893, 1907 and 1929 prove conclusively that on these 
occasions the structure of credit based on the then existing 
gold supply was greater than it could support; the bubble 
burst; confidence was destroyed; price levels fell toward 
the point where the gold foundation would not support a 
sufficient credit to enable the world to do business at the 
lower price levels. 

As a country, we have glorified ourselves because of the 
alarming increase of our gold possessions. Will Rogers, 
once the sage of the sage brush, now the philosopher of 
the world, recently said—“‘We got all the gold over here 
and look how pretty we are sitting ‘yeah’. It looks like 
the financial giants of the world have bungled as much as 
the diplomats and politicians. This would be a great time 
in the world for some man to come along that knew some- 
thing.” Continuea on page 282 
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decline has not played favorites and has not pressed down 
upon the silver industry with discriminatory severity : 


Comparative Declines in Raw Material Prices 


Commodity April, 1929 April, 1931* Decline % 
Wheat bu. $1.20 $ .76 36.7 
Cotton Ib. .201 .107 46.8 
Sugar, raw Ib. .0218 .0133 39.2 
Copper Ib. 195 .0975 50.0 
Rubber Ib. 211 07 66.9 
Silk Ib. 5.145 2.60 49.5 
Coffee Ib. 176 .055 68.8 
PENG aos ck W606 55 Moses pes ou guaeraaed 51.1 
Silver oz. 557 28 49.8 


*Price prevailing during first week of the month. 


The issue of this country has been brought to a head 
by two Senate resolutions, adopted on February 11, 
formulated by a subcommittee of the Senate committee on 
foreign relations. The chairman of the subcommittee is 
Senator Key Pittman of Nevada. The first of the resolu- 
tions categorically places upon the British, French, and 
Belgium governments the responsibility for the ills from 
which silver is suffering. One gathers that the right of 
these sovereign nations to reduce the silver in their coins 
is questionable, that the conduct of the Indian government 
is selling part of its superflous silver reserves is particularly 
reprehensible. The President is requested to institute 
negotiations with these countries “looking to the suspen- 
sion of the policy and practice of governments melting up 
or debasing silver coins and sales by governments of 
silver.” 


The second resolution is a lugubrious recitation of 
Chinese woes which seem to be due exclusively to the mis- 
fortune of silver. The resolution ends with a plea for the 
creation of a national silver pool or fund from which 
advances are to be made to stricken Cathay. 


Before passing final judgment on the right of the in- 
dustry in this country to any special favors it is necessary 
to review the part played by silver in the World War. 
Buried in the vaults of the United States Treasury are 
143 carloads of silver dollars, the grim and silent tokens 
in which the ransom of an embarrassed ally was paid. 
For nothing less would the silver producers consent to the 
aid so sorely needed by Great Britain in the latter days 
of the war. It is an unsavory tale; and were it not for the 
insistent importunities of the silver interests at the present 
time, it might well be left to gather cobwebs in the ob- 
scurity of history. 

The demands of the conflict made it necessary for En- 
gland to pay out her silver reserves in settlement of Indian 
goods and services until they approached the point of ex- 
haustion. The Indians had never been educated to the az- 
ceptance of paper money, and this was a peculiarly iraus- 
picious time to remedy the defect. The eccentricities of 
the Indian’s psychology and the delicate state of his - 
allegiance to the mother country absolutely prechided 
frankness. German agents throughout the Far East, 
shrewdly guessing the imminent bankruptcy of the silver 
reserve fund, assiduously circulated the situation among 
the natives. What to do? 
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The situation had not been unforeseen. In the previous 
fall a mysterious British mission headed by Sir Rufus 
Isaacs had arrived in this country and conducted secret 
negotiations with the United States Treasury. Its vaults 
at that very moment were bulging with silver cartwheels, 
a grand total of 496,444,138, which the American public 
contemptuously spurned. Never had it issued currency 
with such persistent homing instincts. Their origin goes 
back to that troubled period in our history when bi- 
metallism—that is, the use of gold and silver as a mone- 
tary standard at the same time—was urged as the talis- 
manic balm for the ills of agriculture and industry. 

For twenty-five years political storms raged about this 
issue. On two occasions the radicals mustered sufficient 
strength to force Congress to pass compromise measures, 
the first known as the Bland-Allison Act of 1878 and the 
second the Sherman Silver Act of 1890. Under the pro- 
visions of these two acts the government purchased more 
than 465,000,000 ounces of silver. The Sherman Silver 
Act very nearly catapulted the Treasury into the ugly 
void of insolvency. Naturally the argentiferous producers 
found great virtue in the “liberal” statesmen of the day. 

The Treasury had been unsuccessful in its efforts to 
circulate this vast treasure. Purchased at an average 
price of approximately a dollar an ounce, this mountain 
of metal was a colossal and costly excrescence upon the 
country’s monetary system. Now, in the spring of 1918, 
the representatives of the British Empire were tapping 
furtively but pleadingly at our Treasury doors and offer- 
ing a dollar an ounce for our white burden. 

To appreciate the providential character of .this offer 
one need but imagine an able buyer appearing today be- 
fore our Farm Board and offering to buy its accumulation 
of grain at a dollar a bushel with the assurance that it 
would be taken to distant parts and buried. India is the 
bottomless sink of precious metals; silver and gold sent 
there almost invariably engage one-way passage. Here, 
then, was a heaven-sent opportunity to rid the country 
of its metallic incubus and at the same time serve an ally. 

Now the silver producers appeared upon the scene. 
They are ably represented by Pittman of Nevada, Thomas 
of Colorado, and Fall of New Mexico. They said, in 
effect, “We will consent to the sale of this silver, but only 
on certain conditions. First, that the American govern- 
ment replace every silver dollar sent to India. Second, 
that the silver for this purpose must be purchased at a 
price not less than a dollar an ounce. Finally, every ounce 
so purchased must come from an American smelter. 

“In the event that our colleagues in the Senate and 
House of Representatives fail to perceive the justice of 
this position we shall be compelled to debate the matter 
and do everything in our power to prevent the passage 
of this measure.” 

The bill known as the Pittman Act tiptoed through the 
Senate with the utmost dispatch and under a cloak of 
siience. It was railroaded through the House, but not 
before some representatives with more courage and 
honesty than their legislative seniors had voiced the’: in- 
dignation. The record is particularly indebted to <..pre- 
sentative Edmund Platt, later vice governor of tt:z Fed- 
eral Reserve Board: “I am willing to agree to speedy 
action on the assurance of the president that speedy action 
is necessary, but . . . it is a plain case of holdup by the 

Continued om page 283 
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I agree with Will Rogers that today nobody under- 
stands the fundamental principles of money. For years 
the American Mining Congress has been urging an inter- 
national conference for study and agreement upon a basis 
of interchangeable world money medium. It is a common 
belief that the position of gold in world currencies is 
based upon its intrinsic value. This is a fallacy. Gold 
has but little intrinsic value. Its value is fixed by govern- 
mental edict and by universal acceptance. The worlds 
monetary gold suppiy at flush production is not increased 
more than two percent annually while our need for money 
increases several times that ratio. The result is a pyramid- 
ing of acceptances, a gross misuse of Credit, which always 
leads to industrial disaster. 

The remedy must lie either in an increase in gold re- 
serves, which is a practical impossibility ; in an allocation 
of gold among world nations in proportion to their busi- 
ness transactions and requirements, also a practical im- 
possibility ; or an increased utilization of silver as a basis 
of credit. To immediately rehabilitate silver upon a basis 
of sixteen to one would be as cruel to the creditor, and as 
devastating to industry as the deflation from 1873 to 1893, 
which followed the demonetization of silver, was brutal 
to the debtor. 

Today the American Mining Congress is not alone in its 
demand for an international study of money—the most im- 
portant of all questions now demanding world solution 
and a question of particular concern to the mining in- 
dustry —Extracts, see 13, p. 288. 


O 


by H. N. Lawrie 


MERICA produces over 85 per cent and consumes 
about 15 per cent of the world’s total silver. The 
world’s silver production in 1928 amounted to 257,000,- 
000 ounces, of which Mexico contributed 42 per cent, 
the United States 23 per cent, Canada 9 per cent, Peru 
9 per cent, Australia 4 per cent, India 3 per cent, and 
other countries 10 per cent. Countries outside of Amer- 
ica, principally China and India, consume 85 per cent of 
the world’s production. 

No one will question the desirability of improving the 
silver situation, thereby elevating the standard of living 
of half of the world’s population and restoring more nor- 
mal conditions of international trade. There are a num- 
ber of constructive things which might be dcne to relieve 
the present acute situation. The rate of 18 pence adopted 
for rupee exchange in 1926 has proven very burdensome 
to India to maintain, and silver has been sold to develop 
gold credits to meet these obli-,ations. Under such cir- 
cumstances it would be helpful if the rupee gold parity 
were to be substantially reduced in the not distant future. 
Such a change in policy would make less necessary, or 
perhaps unnecessary, the sale of large quantities of silver 
on the present greatly depressed market. ‘The lifting of 
the duty on the importation of silver into India would 
also prove benéficial. 


Great Britain also has much to gain through a remint- 
ing of her silver coinage on the former basis of 925 fine. 
The effect of this would be to improve the silver situa- 
tion, increase the power of India to absorb cotton goods, 
and lessen the number of unemployed cotton mill workers 
in England. 


Mexico might well consider the reminting of silver 
coinage on the weight and fineness of the old “peso 
fuerte,” foregoing a seigniorage profit, but aiding in 
maintaining operation of her silver mines with additional 
tax revenues. Mexico could then also lift the embargoes 
on the importation of silver coins and the exportation of 
gold, which consti:.:t> artificial barriers to the return of 
more normal conditions. 

Now that the coinage of piasters has been largely sold by 
Indo-China, the Chinese embargo on the importation of 
silver coins and the exportation of gold could be lifted 
with excellent effect. 

In order to meet an acute situation in India during the 
World War, Great Britain came to the United States, the 
only country able to supply the demand from monetary 
silver reserves, and negotiated a purchase of the metals, 
copper and silver, contained in 350,000,000 dollar pieces. 
The silver contained in some 260,009,000 dollar pieces, 
in accordance with the provisions of the Pittman Act, was 
delivered to the British Government, and the crisis in 
India was met. This illustrates the importance of hold- 
ing large silver reserves in this country, immediately avail- 
able to meet world emergencies. 

There is now unparalleled international competition for 
gold and a real need for more gold under the present dis- 
location of reserves, accentuated by Soviet dumping oper- 
ations. The gold in this country is, under our flexible 
banking system, doing an increasing amount of the world’s 
financing, as well as our own, and the criticism that much 
of the large gold reserve in the United States is sterile 
is not well founded. Nevertheless, this country, by in- 
creasing its silver reserves and expanding its silver-cur- 
rency circulation, could contract correspondingly its gold- 
certificate circulation and release this gold for more con- 
structive use in aiding foreign currency reforms and 
thereby assist in the maintenance of the gold standard. 
The enlarged silver reserves, as in the case of the last war, 
might again contribute to national security, and if the 
United States were now to enter the market on a substan- 
tial basis it would react very fe~orably on the price of 
silver. 

Suggestions have been made that a -lefinite price for 
silver be internationally adopted, establishing a fixed silver- 
to-gold ratio. When a figure of so many cents per ounce 
is suggested, a controversy arises as to whether it would 
be too low under certain economic conditions to sustain 
production on a scale commensurate with the need or, on 
the other hand, would be so high under other economic 
conditions, as to result in overproduction. Both conditions 
would be undesirable and the opposition to bimetallism 
would be so great as to prevent its acceptance. 

Silver is an important source of revenue in the produc- 
tion of other metals. Silver bearing ores from which 91 
per cent (data from Economic Paper No. 10, United 
States Bureau of Mines) of the world’s silver is produced, 
also yield 85 per cent of the world’s gold, 69 per cent of 
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silverites. . .. We could not get the bill through the Senate 
past the objections of the silverites in that body, without 
having them talk a couple of months, if we should cut out 
these objectionable sections.” 


On May 28, 1920, after an attempt had been made to 
repeal the obnoxious sections of the Pittman Act, the sena- 
tor whose name identifies this legislation concluded a tele- 
gram to the Secretary of the Nevada Mine Operators’ 
Association with the following statement: “As long as 
such act (the Pittman Act) remains on the statute books, 
and I can guarantee that it will not be repealed so long 
as present rules of Senate exist, American silver will not 
sell below a dollar an ounce.” 

In the discharge of those sections of the Pittman Act, 
which could not be repealed except over the dead body of 
the Senate’s rules, our government spent approximately 
$210,000,000, not one dollar of which was necessary. It 
was the price paid for silver silence in a critical allied 
emergency. One hundred and forty-three carloads! 
Capone is a piker. 

It is an unflattering commentary on representative gov- 
ernment that the upper house of our national legislature 
should so readily heed the demands of a particular group 
for special favors which can be granted only at the ex- 
pense of the federal treasury. 

Our farmers and war veterans have succeeded in wear- 
ing a path to the national exchequer. The silver producers 
have been there, most profitably, in the past and, as they 
regard the familiar traces, they long to return to Uncle 
Sam’s pantry. 

The distress of silver is an economic problem. Its 
solution should be left to the play of economic forces 
and such measures of self-help as the silver producers 
themselves may devise. It is impossible to discover any 
greater title to governmental aid for silver than for 
copper, iron, the automobiie industry, or a host of others 
which are now afflicted by the disfavor of a business 
destiny. —E-rtracts, see 14, p. 288. 


by Gay Morrison Walker 


NUMBER of propositions have been made to 
A bolster or raise the price of silver, but they all ignore 
the plain facts. 

It has been proposed to force a large loan of silver on 
the Chinese people in an effort to get rid of the surplus 
of silver in the United States and the rest of the world. 
Put, what point is there in forcing a loan on a people who 
at present are too poor to buy anything and who under 
— conditions could not possibly hope to repay any 
oan? 


There is an extraordinary amount of misapprehension 
and misinformation regarding the use of silver in China, 
India and elsewhere in the Orient. It is common to refer 
to China as a country that is on a silver basis, but unless 
you define what you mean by silver basis you are deceiving 
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those who rely on such a statement. China is on a silver 
basis only to the extent that it is on a copper basis, and 
that is that most of their prices, the wages of labor and 
the legitimate business of the country are on a scale so 
small that the values can only be represented by pieces of 
copper and pieces of silver of a size convenient to handle, 
but the price of every commodity, including labor is on a 
gold basis, though the price and wage be paid in silver or 
copper according iv its gold value. 

The truth is that China is no more on a silver basis 
than is Great Britain or the United States. 


If China were on a silver basis in the popular sense, 
the decline in the price of silver would have led to 
enormous purchases of everything that China had to sell, 
and its export from the country. But, the truth is that 
China has had nothing to sell. The firms in Eastern 
trade, as they noticed the price of silver go down, imagined 
that there would be enormous profits in buying Chinese 
articles of export and 9, in anticipation of such business 
they shipped large ,uantities of silver to Shanghai, in 
order to have it available for buying Chinese goods. 


Now, the Chinese merchant is the most adept smuggler 
in the world and if there had been anywhere in the in- 
terior of China anything exportable it would have come 
out, in spite of bandit generals, military taxes and every 
other obstacle. But, though Shanghai was stocked with 
silver and the port was full of buyers ready to buy, there 
was nothing to be had in the market. 


It has gradually become apparent that, instead of the 
fall in the price of silver being the cause of depressed con- 
ditions, it is the condition that has caused the fall in the 
price of silver. Civil war, roving armies of bandits and 
the impositions of successive generals with their hordes 
have brought Chinese production—not only manufactured, 
but also agricultural productions—to a standstill, and have 
spread famine throughout China. 


For the first time in its history, China, which has always 
been a self-supporting country agriculturally, has been 
compelled to buy food products from abroad and, as it was 
manufacturing nothing for export, it was compelled, be- 
ginning about two years ago, to draw on its hoarded 
masses of silver bullion to buy food products in the 
foreign markets, for which it paid with gold exchange. 
Bankers have been reluctant to believe this, but it is now 
indisputable and the leading banking interests of Great 
Britain have just admitted for the first time that China 
has been selling silver to buy gold exchange with which 
to buy food. This has been going on for two years, but 
was called to public notice only some six months ago. It 
has been and still is the precipitating cause of the fall 
in silver. 


Second only to the conditions in China have been the 
revolution in Mexico and the civil unrest and uprisings 
in India. 

As long as China remains unproductive, as at present, 


“and is compelled to keep on drawing on its resources of 


silver bullion to buy gold exchange to pay for food, there 
can be no hope for improvement in the price of silver. 
But, it is an utter mistake to think that demonetization 
of silver has ever had any effect on its value in China ; for 
it has never been monetized. It has simply been a precious 
metal commodity in the markets and, as such, a subject of 

Continued on page 285 














” oe ae ener irc — . 
+ fe bt 25 € ae “ks 












































ohare Be eae IC 














aaa 


aS ea CS ES Lee 














WEP 






















































































qPRO ¢ 


Lawrie Cont'd 


the world’s lead, 66 per cent of the world’s copper, and 
46 per cent of the world’s zinc production. The metals 
produced annually from these ores are valued at over a 
billion dollars, of which silver contributes over a hundred 
million dollars, or 10.4 per cent. This complex relation- 
ship of silver and other metals indicates how intimately it 
is associated with them in an economic sense. 


« 


The price of silver enters into the production of gold, 
copper, lead and zinc. A high price for the white metal, 
other conditions being the same, would without any in- 
crease in the demand largely stimulate the production of 
copper, lead and zinc, with which it is associated. On the 
other hand, increasing demands or high prices for cop- 
per, lead, and zinc would stimulate silver production even 
though the deinand or price for silver had not increased, 
or may even have decreased. The law of supply and de- 
mand, therefore, does not operate in the cases of silver, 
copper, lead, or zine: as it does with commodities which 
constitute the only source of revenue to the respective in- 
dustries producing them. This fact not only justifies 
but makes necessary the adoption of a price adjustment 
for silver which would reflect the supply and demand for 
copper, lead, and zinc. 


Silver prices at present low levels, if continued over a 
considerable period, undoubtedly will lessen the produc- 
tion of copper, lead, and zinc, resulting ultimately in in- 
creasing permanently the prices of these metals.” Since 
copper, lead, and zinc are generally used in the world’s 
economy it is undesirable that their price levels should be 
raised in order to make up for the deficiency resulting 
from extremely low silver price levels. It would seem more 
constructive to adopt some plan to restore silver to more 
normal price levels, so that it would not be necessary per- 
manently to elevate the prices of copper, lead, and zinc. 
It Has become necessary in the present crisis to consider 
an improved international status for silver with greater 
price stability. A scientific plan would be the adoption of 
an arbitrary price of say cents per ounce to be read- 
justed every month by dividing it by the composite cop- 
per, lead, and zinc price index, based on the composite 
base-metal price average for the years 1922, 1923, and 
1924 equal 100. The years 1922, 1923, and 1924, be- 
cause they represent a period of stability in the prices of. 


the nonferrous metals, have been accepted, and generally: 


used as a basis for determining metal price indexes in the 
years since 1924. The price of silver under such a plan 
would vary from month to month and would rise above 
50 cents per ounce when the composite average copper- 
lead-zinc price declined below 9 cents per composite pound, 
and vice versa. 


The result would be to stabilize revenues to copper, lead, 
zinc, and silver operators and thereby tend to stabilize 
the production of these metals. With greater uniformity 
in the monthly production of silver, copper, lead, and 
zinc would come greater stability in their prices. Since 
the silver to gold ratio would vary from month to month 
and on a basis that only the economic situation could de- 
termine, this proposal differs materially from bimetallism. 
A fixed price for silver or bimetallism would accentuate 
the difficulties with which not only silver but also copper, 
lead, and zinc are now conftented, and instead of tending 


to stabilize the prices of all of these metals would, in fact, 
create greater instability than now exists. 


There is no question that the rapidly declining price for 
silver has rendered the metal almost if not entirely unsuit- 
able for bank reserves, greatly diminishing the monetary 
demands for the metal. A higher price for silver during 
periods of world depression would be a great aid in 
maintaining an active oriental trade, thus stabilizing inter- 
national trade. Greater stability in the price of silver is 
also an important monetary and trade consideration. If 
this proposal were adopted, an increased demand for silver 
for use in bank reserves would develop. Furthermore, 
under this proposal, the price of silver could never go so 
high as to make profitable the melting of silver coinages, 
even if minted on the old high standards of fineness, and 
consequently, silver currencies in circulation would be pro- 
tected and one of the most serious obstacles to the mone- 
tary use of silver would be removed. 


Unless prompt action is taken to determine a solution 
of the silver problem and to establish economic isolation 
for Soviet Russia, the communistic efforts, through dump- 
ing commodities produced by convict, forced, or indentur- 
ed labor or by flat currency to undermine the gold and 
silver standards, the foundations of the world’s currency 
and financial systems, will result in still more serious con- 
sequences, of prolonged and more intense economic de- 
pression and further world-wide unemployment—£:x- 
tracts, see 7, p. 288. 


oO 
by Francis H. Brownell 


S the difficulty so many nations of the world are hav- 
ing in maintaining the gold parity of their monetary 
systems .has begun to turn to the status of silver and to 
consider’ again whether or not silver is still needed as a 
money metal, and if so, whether it will not be necessary to 
take some action in regard to it before the present general 
depression throughout the world can be entirely overcome. 
As so often happens, we hear most of the two distinctly 
opposed and extreme views ; one, that of the monometalists 
who believe that silver is doomed to cease to be a money 
metal and is unnecessary in a gold standard monetary 
system. 

The opposing view is that of the bimetallists, who urge 
that the nations of the world immediately proceed to agree 
upon some fixed ratio of value between the two metals 
and resume the unlimited coinage of both gold amd silver 
upon that ratio. 

I support neither extreme. The best immediate solution 
of this question is to return to the pre-war status, using 
silver as money to the same extent as then used, but at no 
fixed ratio to gold; and leaving the future to develop more 
clearly the desirability of either pure monometalism or a 
fixed ratio bimetalism, since only the future can determine 
the sufficiency of new gold production to supply the needs 
of a world entirely and exclusively on a gold standard. 

It requires no great study of ways and means to pre- 
serve and restore the value of silver to its pre-war status. 
All that is necessary is that the nations of the world re- 

Continued on page 286 


4 234) 








Walker Contd 


barter in the same way as rice, oil or building materials. 


India’s real contribution to the decline of the price of 
silver has been, like that of Mexico and China, due to the 
strikes, the riots, non-production and the propaganda of 
Gandhi. Production in India is at the lowest point it has 
been for two generations, and India, like Mexico and 
China, has been compelled to draw on its resources of 
silver bullion to buy gold exchange with which to buy its 
necessities. 


What the price of silver needs, and what the trade of 
the world needs, is an end of communism and agrarianism 
in Mexico, an end of civil war and Soviet Russian propa- 
ganda by Hindu fanatics, who think that a population 98 
per cent illiterate are fit for self-government, in spite of 
the fact that there is no spoken language intelligible to 
more than one-tenth of the whole population. 


It is useless to talk of a silver loan to China as a method 
of boosting the price of silver; for, a silver loan would 
have to be repaid some time in silver, and that is just 
what no silver producer wants. What the development 
of China calls for is a large and substantial gold loan for 
the building of Chinese railroads and highways. Stabilize 
Mexico, India and China, develop their transportation 
facilities, raise their standard of living, start them to pro- 
ducing again, and the price of silver will mount as if 
by magic.—E-tracts, see 15, p. 288. 


CO 
Editorial, The Statist 


URING the past twelve months or so several con- 

ferences have passed resolutions declaring it es- 
sential in the interests of world commerce that the price 
of silver be regulated—an opinion which has received the 
cautiously worded support of the International Chamber 
of Commerce. ‘The movers of some of the resolutions 
have demanded that the price of silver should be raised 
by the exercise of an authority to be proclaimed at a 
future date; others have been content to request that 
silver be stabilized at the price ruling when they made 
their utterances. More support has been forthcoming 
for the latter type of proposal than for the former, but 
constructive suggestions of means to secure the ends de- 
sired have not been a strong point of any of the con- 
ferences. 


If we are to view the silver question in the right per- 
spective an historical approach is necessary, for history 
appears to have passed a decisive verdict on the place that 
silver is destined to occupy in the economy of mankind. 
The many letters which have appeared in the press on 


the subject of silver take singularly little account of the - 


evidence of the centuries. It is true that several dis- 
tinguished writers have been at pains to emphasize that 
silver has been the standard of value in the Fast from time 
immemorial; but this generalisation does not carry us 
very far, because many things have been standards in the 
East for very lengthy periods, things which are certain 
at no distant date gradually to change under the impact 
of Western ideas and methods. When we endeavor to 
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ascertain the part that silver plays and is likely to play in 
civilization, the sounder method. is to trace the rise or 
fall of its prestige where the knowledge of economic 
science is most advanced. The fact that no highly-educated 
country has a silver standard is significant. 


It is still more significant that the value of silver in 
relation to gold has fallen, with few interruptions, over 
four centuries. The price of silver rose during the war 
years from a number of abnormal causes, all of which 
need not be enumerated. Since 1920 the average price 
per annum has declined practically continuously. While 
abnormal circumstances have stayed the movement at rare 
intervals, the momentum of the price of silver has been 
so much in a downward direction for so considerable a 
period that the phenomenon would seem to suggest the 
presence of an irresistible force. Certainly, the nature 
of the force admits of no dispute, whatever opinion may 
be held upon the inevitability of its growth of power. 
Briefly, silver, from being unchallenged by gold in the 
currencies of the leading nations, has passed through the 
stage of coequality with gold into a stage of such in- 
feriority that its value is being increasingly determined by 
industrial rather than by currency needs. The demonetisa- 
tion of silver has been particularly marked during the last 
sixty years—a period within which the annual output of 
silver has quadrupled. 

Undoubtedly, on the grounds of what may be called an 
economic humanism, a strong appeal can be made for an 
attempt to maintain the price of silver or even to raise 
its price. The hoards of silver in India and China are 
incalculable and even a penny added to the price of silver 
per ounce would add enormously to the wealth of those 
countries. Whether the increase of wealth would be used 
productively or not is open to doubt. We are more likely 
to be able to answer in the affirmative ten years hence; 
but by then the whole currency arrangements of the East 
will have undergone modification. 

The argument that if silver were now at the level of 
1920, China would be buying five times as much as at 
present is clearly superficial, as is also the argument that 
the unrest of the East may be appeased by raising the 
price of silver. It may be noted that revolutionary activi- 
ties were more pronounced in China when the price of 
silver was substantially higher; the decrease in the pur- 
chasing power of China—as far as that decrease is meas- 
ured by the factor we are considering—is the difference 
between the rate of fall of the price of silver and the rate 
of fall of prices of other commodities. Neither can it be 
said that keener competitive power of the East, by reason 
that payments are made to workers in currency of a lower 
value than the currencies of European nations, is more 
than a very remote danger. The purchasing power of 
India and of China will increase with the growth of 
political stability in those countries and the consequent 
greater ability to borrow capital abroad. 

Perhaps an agreement could be made between British, 
Colonial and American producers of silver with good 
prospect of strict observance; but these producers control 
less than half the world’s output of silver. It is highly 
probable that any improvement in the price of silver would 
be followed by an increase of output on the part of pro- 
ducers outside of the agreement. As to Lord Hunsdon’s 
scheme to relegate to Governments the task of dealing 
Continued on page 287 
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trace the steps taken since the war; that they stop any 
further demonetization of silver now in use; that they 
individually or collectively, or both, make it known that 
the further sale of silver by governments will cease ; that 
the governments, while not establishing any fixed ratio 
between gold and silver, make clear their intention to re- 
sume the use of silver to the same extent as before the 
World War. This automatically would preserve it for 
present and future monetary needs of the world. It would 
lessen the present burden on gold. The step is easily 
taken, if the will to take it exists. It needs only coopera- 
tive action by the more important industrial nations of the 
world. Formal action in the shape of treaties is not re- 
quired. If the British Empire, France, Germany, Italy, 
the United States and Japan should substantially simul- 
taneously recommend the adoption of such a policy and 
should individually announce their attention so to act, the 
sinaller nations of the world, seeing that silver is not 
doomed to abandonment as money, but is to be continued 
in use, would rapidly adopt a similar policy. An Inter- 
national Conference, formal or informal in its nature, 
recommending such action, would be of the greatest help. 
The rapid restoration of the value of silver that would 
necessarily follow would effect immediate improvement of 
the present financial condition of so many nations in 
Europe. Asia, South and Central America, including 
Mexico, that the whole world would rapidly respond to 
the beneficial effect. 

No one could reasonably maintain that the actions above 
described would alone terminate the present world depres- 
sion, the greatest and most far-reaching in history. There 
are many other important problems, such as the steady and 
rapid increase of high tariffs among nations, with con- 
sequent reduction of international trade, not to mention 
others under general discussion. None the less, sound 
and stable monetary systems are of paramount and funda- 
mental importance in all nations. 


Not until the staggering, weakening, almost failing, 
monetary systems of a great majority of the nations of 
the world today are again restored to a proper basis may 
we expect a full return of the prosperity formerly en- 
joyed. Is there any quicker or more efficacious way of 
establishing confidence in the various moneys of the 
nations than by restoring the monetary use of silver, as 
before the war, thus to the common people of all those 
countries a medium of exchange which will have sufficient 
intrinsic value in itself to supplement and support an over- 
worked and overburdened gold reserve? Such action does 
not weaken nor tend to destroy any gold standard system ; 
rather it gives aid and support where it is now so sorely 
needed.— Extracts, see 12, p. 288. 


O 
by J. F. Darling, C. B. E. 


JE are controxted with a world economic crisis of an 
unexampled magniture—a crisis that can only be 
overcome by an adequate world remedy. A fundamental 
cause, which it is essential should be removed, is that, 


broadly speaking, one-half of the world is becoming unable 
to sell because the other half has been rendered unable 
to buy. They are unable to buy because a large part of 
the value of their money, which for many centuries has 
been silver, has been filched from them. 


The precedented discrepancy between the relative values 
of the two metals that constitute the world’s money, is in 
no way due to natural causes. It is purely the result of 
legislation. And what legislatures have taken away, legis- 
latures can restore. Seeing, therefore, that the cause is 
entirely artificial, the nature of the remedy is obvious. It 
is to restore equilibrium through raising the value of the 
grotesquely undervalued silver by, in effect, backing it 
with gold. 


Unless we can raise the standard of Asia, the East will 
inevitably drag our standard of living down. And the most 
effective way to raise the standard of the East is to restore 
silver to its rightful and time-honoured position as the co- 
equal with gold, at a given ratio, in the money of the 
world. 

How, then, is this to be achieved? First of all, we in the 
West must change our viewpoint. 


We must cease to regard silver merely as a commodity. 
Mr. Julius H. Barnes, Chairman of the United States 
Chamber of Commerce, said recently in an article in the 
New York Times: 


“The fatal mistake was made of treating silver as a 
commodity, although it still represented resources and 
capital and credit to more than half the population of the 
world. Silver, which had been the standard money of the 
world for twenty centuries, was in a few months to be 
treated in the market as a commodity, without mature 
consideration as to the effect on the initiative and con- 
fidence of a thousand millions of peopie. A price of silver 
which fluctuated from $1.45 some few years ago to 35 
cents today, and yet symbolizes the credit and resources 
of great people, could not but harm the business structure 
of the world.” 

Fundamentally, silver money is more important to the 
world than gold. In fact, gold as money has virtually 
disappeared. In the West we store it in bank vaults and 
issue notes against it and cheques against credit based on 
the notes. But in the East and indeed in all tropical coun- 
tries, silver money is a necessity. For ages they have 
been accustomed to use it as a medium of exchange and as 
a store of value. This value, however, has been filched 
from them, first by the nations of the west and next by the 
Government of India itself. For reasons both economic 
and moral it is of vital importance that active steps should 
at once be taken to restore it. 


This can be done by the nations of the world agreeing 
to issue their currency notes against both gold and silver 
at a given ratio. But please rid your minds of the idea, 
which the mere commodity view of silver tends to en- 
gender, that silver so used would be piled up indefinitely 
in the vaults of the West. Doubtless some of it would 
find a temporary resting-place there. But with the value 
of silver restored and stabilized and the East provided 
once again with honest silver money, there would be a 
natural flow from the vaults of the West to the coinage of 
the East. I would repeat that for half the population of 
the globe, silver money is a necessity—E-tracts, see 11, 
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with silver—to the Governments of Great Britain, the 
United States and France, or two of these countries in 
the event of one dissenting—it can safely be said that at 
least two of the countries named would dissent. Lord 
Hunsdon wishes the countries he mentions to preapre for 
the adoption of bimetallism in fifteen years’ time; mean- 
while, they are to purchase quantities of silver annually i in 
order to accumulate sufficient silver reserves and improve 
the price of silver as a result of their acquisitions. Lord 
Hunsdon has overlooked that France is a country which 
has had a painful experience of the effects of bimetallism 
and provides the classic example of the failure of a coun- 
try to keep the ratio between gold and silver steady in a 
joint currency. When we bear this in mind, and also the 
fact that France today holds a huge stock of gold, we see 
that the task of converting France to bimetallism will 
overtax the strength of Lord Hunsdon and his supporters. 

The United States is not as much interested in the silver 
question as a few American senators have appeared to 
convey in sundry speeches. Her foreign trade with coun- 
tries on a silver or semi-silver basis forms a negligible part 
of her total foreign trade. It is the case that the United 
States is the second largest producer of silver. Obviously 
however, her production of between 50,000,000 and 60,- 
000,000 oz. per annum is not sufficiently important by any 
stretch of the imagination to compel the United States 
Government to flirt with the currency theories of a bygone 
generation. France and the United States ruled out, we 
are left with Great Britain to purchase the world’s “sur- 
plus” output of silver, together with any stocks which 
Eastern peoples may obligingly release—a process of ac- 
commodation which, if they are so disposed, need hardly 
cease for lack of material this side of the millennium. 

At the present time only one quarter of the world’s an- 
nual output of silver is required for strictly currency pur- 
poses. Mexico has set up a silver standard, but she has 
ample stocks from which to draw and therefore her ab- 
sorption of fresh output will be very small, even on the 
doubtful supposition that her defiant experiment continues 
for a lengthy period. We should be glad to see steps 
taken to lessen the difficulties of trading with China. 
Severe fluctuations in the external value of Chinese cur- 
rency are inescapable during the period of her transition ; 
they will become iéss marked as the establishment of a 
gold standard by China draws nearer. Possibly, we shall 
hear further condemnation of the Indian Government’s 
action in selling large quantities of silver. Whether the 
Indian Government’s action is deserving of praise or 
blame is relatively unimportant beside the civilized 
world’s rejection of silver as a standard of value.— 
Extracts, see 19, p. 288. 
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THE slump in silver has proved a powerful incentive to 
the revival of interest in the bimetallic question. In this 
country (England) Mr.. J. F. Darling has been par- 
ticularly prominent in reawakening the echoes of this old 
controversy. We do not believe, however, that the cause 
of silver is in itself great enough to justify the dangerous 
experiment of bimetallism. The whole tendency today is 
away from the automatic functioning of a metallic stand- 
ard and towards its conscious and scientific control. The 
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main intithesis today is between, on the one hand, reason 
and intelligence as applied to monetary policy and, on the 
other, passive subservience to the vagaries of arbitrary 
changes in the supply of and demand for whatever metal 
or metals are chosen as the basis of our monetary sys- 
tems. Weare inclined to reject bimetallism because it will 
draw away attention from this essential choice facing the 
monetary authorities of the world. 

If we are suffering from a shortage of gold that short- 
age can be made good by diminishing the monetary de- 
mand for it and especially by lowering the central banks’ 
ratios between gold and sight liabilities. It would not be 
a constructive step to remedy that shortage by rendering 
silver eligible for a place in central banking reserves and 
by basing the whole monetary structure upon two instead 
of one essentially unstable elements. The rescue of silver 
from the low value to which it has fallen is often justified 
on the ground of the harm which the slump in the metal 
is causing to the purchasing power of the Far East. The 
force of this argument is inclined at times to be exagger- 
ated. In the case of India the slump in silver has no effect 
on the purchasing power of the currency, which is based 
on gold, and little real effect on the purchasing power of 
the por-ilation. The ornaments into which the bulk of 
Indian silver imports finds its way have a sentimental 
value far in excess of the market value of their metallic 
contents. They are only sacrificed and sold under tre- 
mendous pressure of poverty and starvation, conditions 
which India has not witnessed for many years. Thus the 
bullion value of these ornaments bears little or no relation 
to the current purchasing power of the population in 
India. 

In China on the other hand, the relationship between 
the value of silver and the purchasing power of the peo- 
ple is more intimate because the currency is on a silver 
standard. Even so, however, the wealth of the country is 
represented by its productivity and not by the circulating 
medium which it utilizes, and it is gross exaggeration to 
contend that the wealth of the country has beeu reduced 
in proportion to the fall in the price of silver. China 
could dissociate her general economic structure from the 
disturbance of fluctuating silver prices by stopping the 
free coinage of silver and, while keeping silve- in circula- 
tion, choosing some gold parity at which the exchange 
value of the dollar could be maintained with appropriate 
financial help from the rest of the world. 

It cannot be denied that the demonetisation of silver in 
China, the last important stronghold of the metal, would 
prove a further factor making for its depreciation, even 
though silver is in any case likely to remain in circulation 
in that country. One important point to bear in mind is 
the likely effect which will be caused by the slump in the 
price of silver and consequently by the rise in the Chinese 
price level, on the demand for currency in China. Thus 
we should expect the Chinese demand for silver to react 
to some extent to the fall in the price of the metal, a 
factor which promises some support to the market, as long 
as silver remains the basis of currency in C hina.— 
Extracts, see 20, p. 288. 
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Y Nations On and Off the Gold Standard, 1923-1931 VY 


Continued from page 264 


May 1: Norway.—Restriction on gold capers ceased and 
exemption of the Bank of Norway from legal obligation to re- 
deem its notes in gold expired. 

May 14: Greece—Bank of Greece opened under legal obliga- 
tion to redeem its notes in gold exchange. 

ae 25. France——New monetary law became effective under 
which the restrictions on gold exports ceased and the Bank of 
—— was placed under legal obligation to redeem its notes.in 
go 

1929—February 7: Rumania.—National Bank of Rumania 
placed under legal obligation to redeem its notes in gold or gold 
exchange. 

July 1: Bolivia.—Central Bank of Bolivia opened under legal 
obligation to redeem its notes in gold or gold exchange on New 
York or London. 

1930—January 11: Japan.—Restrictions on gold exports ceased. 
The Bank of Japan was already under legal obligation to re- 
deem its notes in gold. 

April 1: Switzerland—Swiss National Bank placed under legal 
obligation to redeem its notes in gold or gold exchange. 
July 17, 1925, the bank had announced its policy of maintaining 
the Swiss franc within the gold points in relation to the dollar. 

May 17: Germany.—Art. 31 of Bank Law of 1924 became ef- 
fective, placing Reichsbank under legal obligation to redeem its 
notes in gold or gold exchange. De facto stabiliziation of cur- 
rency effective since October 11, 1924, through voluntary action 
of the Reichsbank. 

May 31: Indo-China.—Bank of Indo-China placed under legal 
obligation to redeem its notés in gold or gold exchange on Paris. 

1931—February 14: Lithuania.—Bank of Lithuania placed under 
legal obligation to redeem its notes in gold or gold exchange. 

June 28: Yugoslavia.—National Bank placed under legal obliga- 
tion to redeem its notes in gold or gold exchange. 

July 1: Portugal_—Bank of Portugal placed under legal obliga- 
tion to redeem its notes in gold or gold exchange. 

September 3: Peru.—Central Reserve Bank of Peru opened 
— legal obligation to redeem its notes in gold or gold ex- 
change. ‘ 


II. Suspensions of Free Gold and Exchange 
Movements 


1929—December 16: Argentina.—Conversion office closed. 


December 17: Australia—Law passed permitting Australian 
Treasurer to authorize Commonwealth Bank to requisition all 


gold in Australia. Therefore all gold exports were at discretion 
of the bank. 


1930—January: New Zealand.—New Zealand pound, legally in- 
convertible, allowed to decline with Australian pound. 


1931—July 13: Germany.—Exchange transactions restricted. 
July 14: Hungary.—Exchange transactions restricted. 
July 30: Chile—Exchange transactions restricted. 


September 21: England.—Legal obligation upon Bank of En- 
gland to redeem its notes in gold suspended. 


September 21: Irish Free State—Irish pound, redeemable in 
sterling, ceased to have fixed gold value when England abandoned 
gold standard. 

September 21: India.—Legal obligation of Government to sell 
gold or sterling at fixed rates suspended. 

September 22: Denmark.—Export of gold prohibited. Legal 
obligation of Bank of Copenhagen to redeem its notes in gold 
suspended September 29. 

Septeraber 23: Austria—Exchange transactions restricted. 

September 24: Colombia.—Export of gold prohibited. 

September 25: Folivia.—Legal obligation of Central Bank of 
Bolivia to redeem its notes in gold or gold exchange suspended. 

September 27: Greece—Exchange transactions placed under 
partial control. 

September 27: Sweden.—Export of Daas prohibited. Legal 
obligation of Swedish Riksbank to redeem its notes in gold 
suspended. 

September 27: Norway.—Export of gold prohibited. Legal 
pears. Wa of Bank of Norway to redeem its notes in gold sus- 
pended. 

September 30: Jtaly—Exchange transactions restricted. Ex- 
change had been substantially depreciated below rate at which 
the Bank of Italy is legally required to redeem its notes in gold 
or gold exchange since September 21. 

October 5: Czecheslovakia—Exchange transactions placed 
under partial control. 

October 8: Yugoslavia—Exchange transactions restricted. 

October 9: Latvia—Export of gold prohibited. 

October 12: Finland.—Bank of Finland ceased redemption of 
its notes.in goid or gold exchange. Exchange transactions placed 
under partial control October 5, 1931. 

October 19: Canada.—Export of gold prohibited. Canadian ex- 


change had been at substantial discount below gould export point 
since June, 1931. 


Y This Month’s Sources VY 


1—(Pittman) Radio Address over N. B. C., Oct. 7, 1931. 
2—(Mills) Letter of March 5, 1931, to U. S. Senator McNary 
replying to a request for an opinion on proposals looking 
toward the calling of an international conference to deal 
with the problem of raising and stabilizing the price of silver. 
3—(Salter) Speech made at a luncheon given in his honor by 
the Academy of Political Science. Reprinted in The Wall 
Street Journal, June 2, 1931. 
4—(Snowden) Speech in House of Commons, Feb. 12, 1931. 
5—(Borah) Radio Address over N.B.C., May 10, 1031, re- 
printed in U. S. Daily, May 12, 1931. 
6—(Oddie) Speech made before Reno Chamber cf Commerce 
and the Nevada Mine Operators’ Ass’n., Sept. 21, 1931. 
7—(Lawrie) Address before the Washington Section of the 
“ American Institute of Mining and Metallurgical Engineers 
ori Dec. 18, 1930. In Congressional Record, Sept. 21, 1931. 
8—(Tucker) Article in The Annalist, Feb. 27, 1931. 
9—(King) Radio Address of Oct. 10, 1931. Reprinted in The 
Sunday Star, Oct. 11, 1931. 


10—(Hammond) Article in The Nations Business, Oct. 1931. 


11—(Darling) Address delivered before the Royal Empire 
Society, London, Jan. 27, 1931. 

12—(Brownell) Address before the Mineral Law Section, Ameri- 
can Bar Ass’n., at Atlantic City, Sept. 16, 1931. 


13—Statement issued by the U. S. Treasury entitled “The Mone- 
tary System of the United States,” May, 1930. 


14—(Lawrence) Article in World’s Work, Aug., 1931. 
15—(Walker) Article in The Manufacturers Record, Feb. 5, 1931. 
16—(Kagami) Address before the International Chamber of 
Commerce, Sixth General Congress, May 4-9, 1931. 
17—(Willis) Article in The New Republic, Mar. 11, 1931. 


18—(Coates) Speech made at the International Chamber of Com- 
merce, May 15, 1931. 


19—(The Statist) Editorial, Sept. 19, 1931. 

20—(The Statist) Editorial, Feb. 14, 1931. 

21—From the News Letter of The National City Bank of New 
York, N.Y.C., Oct., 1931. 
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Hon. William E. Borah, WU. S. Senator, Idaho, Rep. 


Francis H. Brownell, Chairman, Board of Directors, American 
Smelting and Refining Co., N.Y.C. 


J. F. Callbreath, Secretary, American Mining Congress. 


Dr. W. H. Coates, British Economist, Director of Imperial 
Chemistries, Ltd., England. 


J. H. Darling, C.B.E., Director, Midland Bank, England, one of 
the “Big Five” in British finance. 

E. A. Goldenweiser, Director, Division of Research and Sta- 
tistics, Federal Reserve Board. 

John Hays Hammond, Noted Mining Engineer 


Kenkichi Kagami, President of Nippon Yusen Kaisha, Steam- 
ship Operators, Traders and rs. 


Joseph Stagg Lawrence, Economist and author. 
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Contributors 


Hon. Wm. H. King, U. S. Senator, Utah, Dem. 

H. N. Lawrie, Economist, Washington, D. C., F Eco- 
nomic Adviser to the Senate Commiss-on of Gold Silver 

Hon. Ogden L. Mills, Undersecretary of the U. S. Treasury. 

Hon. Tasker L. Oddie U.S. Senator, Nev., Rep. 

Hon. Key Pittman, U. S. Senator, Nevada, Dem. 


Sir James Arthur Salter, Director, Economic and Finance Sec- 
tion, League of Nations. 


Philip Snowden, British Chancellor of the Exchequer. 
Rufus S. Tucker, Formerly Chief Economic Analyst, U.S. Treas. 
Guy Morrison Walker, Economist and Financial Expert. 


HL. Parker Willis, Economist and Author; Former Secretary, 
Federal Reserve Board. Former President, Philippine 
National Bank. 


(Required by Act of Congress, August 24, 1912) 


Of Tue Concressionat Dicgst, published monthly (except for 
meats of July and August), at Washington, D. C., for April 1, 


Before me, a Notary Public in and for the District of Columbia, 
City of Washington, personally appeared Alice Gram Robinson 
who, having been duly sworn according to law, deposes and says 
she is the Editor, Publisher and Owner of THe ConcressionaL 
Dicest and that the following is, to the best of her knowledge and 
belief, a true statement of the ownership, management, etc., of the 
aforesaid publication for the date shown in the above caption, 
required by the Act of August 24, 1912, embodied in Section 443, 
Postal Laws and Reguiations, to-wit: 

1, That the names and addresses of the publishers, editors, man- 
aging editors, and business managers are: Alice Gram Robinson 
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Special Educational Rates 


and N. T. N. Robinson, Munsey Building, Washington, D. C. 


2. That the owner is: Alice Gram Robinson, Munsey Building, 
Washington, D. C. 


3. That the known bondholders, mortgagors, and other security 
SF ae ee ee ee eee en 
of bonds, other securities are (if there are none, so 

me N, T. Bg eben 


state). None. 
’ Signature of Editor. 
a to and subscribed before me this 10th day of. October, 


Frank E. Exper, Notary Public. 
My commission expires April 23, 1936. 


In respouse to repeated requests from University and High School instructors and students who are 
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regularly for classroom study and debate preparation, we take 


pleasure 
in announcing the following special educational rates for plural subscriptions and bulk orders of ene 


issue. 


Piura Susscnirrions: Ten or more annual subscriptions ordered direct and mailed to one address, with 


extra desk copy—$3.25 each, postpaid. 


Bu tk Orpers or One Issue (Current Yr.): 10 to 25, 40c each; 25 to SO, 35c each; *50 to 100, 30c each; 


*over 100, 25c each—*plus shipping charges. 


Tue Concressionat Dicest, 
Munsey Bumoime, Wasnincton, D. C. 
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